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SECURITIES ACT OF 1933 
Release No. 5644/November 14, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11827/November 14, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19243/November 14, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9031/November 14, 1975 


ACCOUNTING SERIES 
Release No. 183/November 14, 1975 


NOTICE OF ADOPTION OF REVISION OF REGULA- 
TION S-X TO REVISE REQUIREMENTS AS TO FORM 
AND CONTENT OF FINANCIAL STATEMENTS OF 
INSURANCE COMPANIES OTHER THAN LIFE AND 
TITLE INSURANCE COMPANIES 


The Securities and Exchange Commission today adopted 
a general revision of Article 7 of Regulation S-X which 
contains requirements as to form and content of financial 
statements for insurance companies other than life and title 
companies. The revision reflects changes in financial re- 
porting by these companies since 1961 when Article 7 
was last revised. In addition to revising Article 7, the 
schedule prescribed by Rule 12-29 is revised and the 
schedules prescribed by Rules 12-17, 12-23, 12-24, 12-25, 
12-26, 12-28 and 12-30 are revoked. The revision was pro- 
posed on July 11, 1974, 1/ and letters of comment have 
been received and have been given consideration in deter- 
mining the form of the revision herein adopted. 


The most significant change adopted is a requirement that 
the statements be prepared in accordance with generally 
accepted accounting principles (GAAP) (7-02-1). This re- 
places the existing requirement of Article 7 that the finan- 
cials follow statutory accounting requirements and that 
they be accompanied by supplemental statements recon- 
ciling net income and stockholder’s equity on the GAAP 
and statutory bases. In recent years we have observed that 
a majority of the financial statements of fire and casualty 
insurance companies included in filings and annual reports 
to stockholders were prepared on the GAAP basis as against 
the required statutory statements with supplemental recon- 
ciliations. The adoption of the requirements for GAAP 
statements reflects this development in reporting practices. 


Statutory accounting requirements may be followed by 
those companies domiciled in states whose statutes pro- 
hibit publication of an insuror’s primary financial state- 
ments on another basis; however, in such situations the 
statutory statements shall be accompanied by supple- 
mental GAAP statements (7-02-2). Whether the basic 
statements are prepared on the GAAP or statutory basis, 
they must be accompanied by supplemental reconcilia- 
tions of material differences between GAAP and statutory 
accounting (7-02-3). , 
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inasmuch as Regulation S-X has for many years classified 
itle insurance companies with commercial and industrial 

panies with an implicit requirement that their financial 
statements be prepared in accordance with GAAP, it ap- 
pears to be inappropriate at this time to make them sub- 
ject to the requirements of Article 7. The provision that 
these companies shall comply with Article 5 will be retain- 
ed (7-01). 


The revised article permits mutual insurance companies 
and wholly owned stock subsidiaries of mutual insur- 

ance companies to prepare financial statements in accord- 
ance with statutory accounting requirements (7-02-4). 
However, these companies are encouraged to prepare their 
filings in accordance with GAAP if they desire and to in- 
clude them in filings. 


Consistent with the requirements for life insurance com- 
panies in Article 7A, investments of fire and casualty com- 
panies may be stated on the balance sheet at cost or value 
provided that the alternates to the amounts at which bonds 
and stocks are stated are disclosed parenthetically (7-03-1). 
Realized profits or losses on investrnents are to be includ- 
ed as a component of net income (7-04-13), 2/ while ap- 
preciation or depreciation of investments carried on the 
balance sheet at value is refiected in a stockholders’ equity 
account (7-03-20(3)). This presentation is not viewed as a 
final resolution of the accounting and reporting problems 
associated with investments but rather as a temporary so- 
lution which provides for similar treatment by life and fire 
and casualty insurance companies. Many of the insurance 
mpany groups and holding company groups filing with 
i Commission include both life and fire and casualty sub- 
sidiaries. In connection with the reporting of realized in- 
vestment profits or losses on the income statement, the 
change in value of marketable equity securities during the 
period is to be disclosed parenthetically or on a line im- 
mediately following the income statement. (See Account- 
ing Series Release No. 166.) An additional requirement 
in a note calls for an analysis of realized and unrealized 
gains and losses on bonds and stocks (7-05-3). This analy- 
sis is required regardless of whether bonds and stock are 
stated at cost or value on the balance sheet. 


Prior to its dissolution the Accounting Principles Board 
considered the problems related to accounting for market- 
able securities but was unable to reach conclusions as to 
appropriate treatment. While the matter is not presently 

on the agenda of the Financial Accounting Standard Board, 
3/ it is one which will have to be addressed in due course. 
At such time as new accounting principles are prescribed, 
the Commission will consider what changes are necessary 

in its requirements for insurance company and other fi- 
nancial statements. 


The revised requirements are substantially similar to those 
proposed in July 1974. Wherever appropriate, captions and 
instructions conform with corresponding ones in Article 5 
which applies to commercial and industrial companies or in 
Article 7A. The order of the items of the financial state- 
ments is generally similar to the order of items in our life 










nsurance company requirements. The following are a num- 
of additional requirements which are specific in nature: 


1. To the extent that they are pertinent, the general rules 





in Articles 1, 2,3 and 4 of Regulation S-X are applicable 
(7-02-1). 


2. In preparing consolidated financial statements for an 
insurance holding company whose consolidated subsidi- 
aries are primarily insurance companies other than life 
insurance companies consideration shall be given to 
utilization of the format of the financial statements notes 
and schedules in Article 7 (7-01). 


3. Astatement of accounting principles and practices re- 
flected in the statements (7-05-1). 


4. The anme of any person in which the investment ex- 
ceeds two percent of total investments (7-03-1(6)). 


5. Information as to policy, nature and changes in defer- 
red policy acquisition costs (7-03-8, 7-04-5, 7-05-1 and 
12-29). 


6. Elimination of details of sources of investment income 
from the income statement. Such information would be 
stated separately in a note (7-04-2). 


7. Details of restrictions on stockholders’ equity (7-05-2). 


8. Information concerning the significance of reinsurance 
ceded (7-05-4). 


9. Rule 12-29, a schedule which is concerned with pre- 
miums, losses and policy acquisition costs, has been ex- 
tensively revised. 


10. The summary of investments contained in Rule 12-27 
is made applicable to insurance companies covered by 
Article 7. 


11. The detailed schedules of investments which have been 
the subject of Rules 12-23, 12-24, 12-25 and 12-26 are 
eliminated. 


12. The schedule requirement for a summary of realized 
gains or losses on sale or maturity of investments is elimin- 
ated (12-30). 


13. In view of the application of the schedule required by 
Rule 12-04 concerning investments in and earnings of affili- 
ates, the similar schedule required by Rule 12-17 is no 
longer necessary and is eliminated. 


These amendments are adopted pursuant to authority con- 
ferred on the Securities and Exchange Commission by the 
Securities Act of 1933, particularly Sections 6, 7, 8, 10 
and 19(a) thereof; the Securities Exchange Act of 1934, 
particularly Sections 12, 13, 15(d) and 23(a) thereof; the 
Public Utility Holding Company Act of 1935, particularly 
Sections 5(b), 14 and 20(a) thereof; and the Investment 
Company Act of 1940, particularly Sections 8, 30, 31(c) 
and 38(a) thereof. 


The text of amended Article 7 and Rule 12-29 is attached 
to this release. These amendments shall be effective with 
respect to financial statements filed after December 25, 
1975, although they may be applied in statements filed 
prior to that time. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Notice of the proposed amendments was made in Se- 
curities Act Release No. 5513, Securities Exchange Act 
Release No. 10912, Public Utility Holding Company Act 
Release No. 18490 and Investment Company Act Re- 
lease No. 8422 (S7-528) dated July 11, 1974. 


2/ Under statutory accounting requirements for fire and 
casualty insurance companies such profits or losses are in- 
cluded in net income. GAAP as applied generally would 
include such profits or losses in net income. 


3/ The Board’s exposure draft on marketable equity se- 
curities deals only with a limited part of this problem. 


= o = 


ARTICLE 7. INSURANCE COMPANIES OTHER THAN 
LIFE INSURANCE COMPANIES 


Rule 7-01. Application of Article 7. 


This article shall be applicable to financial statements 
filed for insurance companies other than life and title 
insurance companies. (Title insurance companies shall 
comply with the requirements of Article 5.) 


If consolidated financial statements are prepared for an 
insurance holding company whose consolidated subsidi- 
aries are primarily insurance companies other than life 
and title insurance companies, consideration shall be 
given to utilization of the format of the financial state- 
ments, notes and schedules prescirbed in this article. 


Rule 7-02. General Requirement. 


1. Financial statements filed for a person to which this 
article is applicable shall be prepared in accordance with 
generally accepted accounting principles except as other- 
wise provided in this article. The general rules in Articles 
1, 2, 3 and 4 shall be applicable except where they differ 
from those prescribed in the special rules comprising this 
article. 


2. A person subject to this article may follow the rules 
and instructions governing the definition and computation 
of items in Annual Statements to the regulatory authority 
of its state of domicile (statutory accounting requirements) 
only if the statutes of that state prohibit the presentation 
of financial statements other than in accordance with such 
requirements. Financial statements which follow statutory 
accounting requirements shall be accompanied by corres- 
Ponding financial statements prepared in accordance with 
generally accepted accounting principles. 


3. All financial statements prepared for persons to which 
this article is applicable shall include reconciliations of 
material differences between (a) surplus as regards policy- 
holders as reported on the corresponding Annual State- 
ment and stockholders’ equity as determined in accordance 
with generally accepted accounting principles and (b) net 
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income or loss as reported on the corresponding Annual 
Statement and net income or loss as determined in accord. 
ance with generally accepted accounting principles. The * 
reconciliations shall be in tabular form in a note or in 
supplemental statements and accompanied by appropri- 
ate explanations. 


4. Notwithstanding the foregoing requirements, financial 
statements filed for mutual insurance companies other 
than life and title insurance companies and wholly owned 
stock insurance company subsidiaries of mutual insurance 
companies may be prepared in accordance with statutory 
accounting requirements without furnishing corresponding 
financial statements prepared in accordance with generally 
accepted accounting principles or supplemental reconcil- 
ing statements. 


5. Financial statements prepared in accordance with statu- 
tory accounting requirements may be reasonably conden- 
sed as appropriate, but the amounts to be reported for net 
income or loss and surplus as regards policyholders shall 
be the same as those required on the corresponding An- 
nual Statement. 

Rule 7-03. Balance Sheets. 

Balance sheets filed for insurance companies other than 
life and title insurance companies shall comply with the 
following provisions: 

ASSETS AND OTHER DEBITS 

1. Investments—other than investments in affiliates. | 
(a) Bonds and notes. 

(b) Preferred stocks. 

(c) Common stocks. 

(d) Mortgage loans on real estate. 
fe) Real estate. 

(f) Other loans and investments. 
(9) Invested cash. 

(h) Total investments. 

NOTES 


(1) State the basis of determining the amounts shown in 
the balance sheet. 


(2) State parenthetically for bonds and notes and pre- 
ferred and common stocks either aggregate cost or aggre- 
gate value at the balance sheet date, whichever is the al- 
ternate to the amounts at which shown in the balance 
sheet. Consideration shall be given to the discussion of 
“Valuation of Securities” in Accounting Series Release 











No. 118. 


(3) State parenthetically accumulated depreciation and 
amortization deducted from investment real estate. 















(4) Include under subcaption (g) share accounts in 

vings and loan associations, savings accounts, time 
eposits, certificates of deposits and other cash accounts 
and cash equivalents earning interest. State in a note any 
amounts subject to withdrawal or usage restrictions (see 
Rules 7-03-2 and 5-02-1). 


(5) State separately any class of investments included in 
subcaption (f) exceeding five percent of total assets; how- 
ever, if an amount to be reported under subcaption (f) or 
(g) is less than five percent of total assets it may be in- 
cluded under subcaption (f). 


(6) State in a note the name of any person in which the 
total amount invested in the person and its affiliates, in- 
cluded in the above subcaptions, exceeded two percent 

of total investments. For the purpose of this disclosure 
consider as the amount invested in a person and its affili- 
ates, the aggregate of indebtedness and stocks issued by 
such person and its affiliates which is included in the sev- 
eral subcaptions above, and the amount of any real estate 
included in subcaption (e) which was purchased or ac- 
quired from such person and its affiliates. Indicate the 
amount included in each subcaption. An investment in 
bonds and notes of the United States Government or of 

a Federal Government agency or authority which exceeds 
two percent of total investments need not be reported. 


(7) Investments in unconsolidated subsidiaries and 50 
percent or less owned persons (including partnerships) 
which are held for investment purposes may be included 
under an appropriate subcaption above. The related equity 

earnings shall be included under Rule 7-04-2 and the 

ount of dividends or other distributions stated separate- 
ly. Investments in unconsolidated entities held for oper- 
ating purposes may not be so reported. 


(8) State in a note any amounts included under subcap- 
tions (a), (b), (d), (e), (f) and (g) which have been non- 
income producing for the six months preceding the bal- 
ance sheet date. 


2. Cash and cash items.—State separately (a) cash on hand 


posits held as compensating balances against short-term 
borrowing arrangements; (c) funds subject to repayment 
on call or immediately after the date of the balance sheet 
required to be filed; and (d) other funds, the amounts of 
which are known to be subject to withdrawal or usage 
restrictions, e.g., special purpose funds. The general terms 
and nature of such repayment provisions in (c) and with- 
drawal or usage restrictions in (b) or (d) shall be described 
in a note referred to herein (see Rule 5-02-1). 


3. Investments in and indebtedness from affiliates and 
other persons. 


(a) Investments in and indebtedness from and to affiliates 
and other persons held for operating purposes rather than 

investment and accounted for by the equity method shall 

be reported under this caption and caption 15. 






b) /nvestments.—State separately amounts representing 
vestments in affiliates and investments in other persons 
which are held for operating purposes and accounted for 





and unrestricted demand deposits; (b) legally restricted de- 


by the equity method, and state the basis of determining 
these amounts. State separately in the registrant’s balance 
sheet the amounts which in the related consolidated bal- 
ance sheet are (1) eliminated and (2) not eliminated. The 
related equity iri earnings shall be included under Rule 
7-04-10. 


(c) /ndebtedness.—\nclude under this caption amounts 
representing indebtedness from affiliates and indebted- 
ness from other persons the investments in which are 
accounted for by the equity method and included under 
subcaption {b). State separately in the registrant’s balance 
sheet the amounts which in the related consolidated bal- 
ance sheet are (1) eliminated and (2) not eliminated. 


4. Accrued investment income. 


5. Premiums receivable and agent's balances.—State sepa- 
rately the balance of the allowance for doubtful accounts 
which was deducted. 


6. Reinsurance recoverable on paid losses. 


7. Property and equipment.—\nciude under this caption 
the cost of real estate, furniture, fixtures and equipment 
used in the conduct of the insurance business and not 
considered as an investment. State parenthetically the 
accumulated depreciation and amortization deducted. 

The amount of any encumbrances shall be shown separate- 
ly as a liability. 


8. Deferred policy acquisition costs.—See Rule 7-05-1(d). 


9. Other assets.—State separately any other item not 
properly classed in one of the preceding asset captions 
which is in excess of five percent of total assets. Include 
legally restricted deposits held as compensating balances 
against long-term borrowing arrangements. 


10. Total assets and, when appropriate, other debits. 
LIABILITIES AND OTHER CREDITS 

11. Losses and claims. 

(a) Reported and estimated losses and claims. 

(b) Adjustment expenses. 

12. Unearned premiums. 

13. Other policyholder’s funds.—\nclude dividends pay- 
able to policyholders, retrospective return premiums and 
any similar items. State separately any item which is in 
excess of five percent of total liabilities. 

14. Notes payable.—State here or in a note the informa- 
tion required under Rule 5-02-29. Show separately any 
amount owed to affiliates. 

15. Indebtedness to affiliates and other persons.—\nclude 
under this caption amounts representing indebtedness to 
affiliates and indebtedness to other persons the invest- 
ments in which are accounted for by the equity method. 


State separately in the registrant’s balance sheet the 
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amounts which in the related consolidated balance sheet 
are (a) eliminated and (b) not eliminated. 


16. Accrued income taxes.—State separately the amount 
of (a) income taxes payable and (b) deferred income taxes. 
State separately the amount of deferred income taxes ap- 
licable to unrealized appreciation of investments. 


17. Other liabilities.—State separately any other items not 
properly classed in one of the preceding liability captions 
which is in excess of five percent of total liabilities. The 
amount and terms (including commitment fees and the 
conditions under which commitments may be withdrawn) 
of unused commitments for long-term financing arrange- 
ments not provided for under Rule 7-03-14 shall be dis- 
closed in the notes to the financial statements if signifi- 
cant. 


18. Commitments and contingent liabilities.—See Rules 
3-16(i) and 7-05-4. 


STOCKHOLDERS’ EQUITY 


19. Capital shares.—State for each class of shares the title 
of issue, the number of shares authorized, the number of 
shares issued or outstanding, as appropriate (see Rules 
3-14 and 3-15), and the dollar amount thereof, and, if 
convertible, the basis of conversion (see also Rule 3-16(f) 
(3)). Show also the dollar amount, if any, of capital shares 
subscribed but unissued, and show the deduction of sub- 
scriptions receivable therefrom. Show here, or in a note 
or statement referred to herein, the changes in each class 
of capital shares for each period for which an income 
statement is required to be filed. 


20. Other stockholders’ equity. 
(a) Separate captions shall be shown for: 
(1) Paid-in additional capital. 


(2) Other additional capital. 


(3) Unrealized appreciation or depreciation of investments, 


less applicable deferred income taxes. 
(4) Retained earnings. 

(i) Appropriated 

(ii) Unappropriated 


(b) If undistributed earnings of unconsolidated subsidiaries 
and 50 percent or less owned persons are included, state 
the amount in each category parenthetically or in a note 
referred to herein. 


(c) Include in subcaption (a)(4)(i) above or in a note the 
purpose for which retained earnings have been appropri- 
ated. 


(d) For a period of at least 10 years subsequent to the 
effective date of a quasi-reorganization, any description 
of retained earnings shall indicate the point in time from 
which the new retained earnings dates and for a period of 
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at least three years shall indicate the total amount of the 
deficit eliminated. 


(e) See Rule 7-05-2. 


(f) A summary of each account under this caption setting 
forth the information prescribed in Rule 11-02 shall be 
given for each period for which an income statement is 
required to be filed. 


21. Total liabilities, other credits and stockholders’ equity, 
Rule 7-04. Income Statements. 


Income statements filed for insurance companies other 
than life and title insurance companies shall comply with 
the following provisions: 


PREMIUMS AND OTHER REVENUE 
1. Premiums. 


(a) Premiums written.—\nclude premiums from reinsur- 
ance assumed and deduct premiums on reinsurance ceded. 


(b) /ncrease or decrease in unearned premiums. 
(c) Premiums earned. 
2. Net investment income. 


(a) State parenthetically expenses deducted from invest- 
ment income. 


(b) State separately in a note in tabular form (1) invest- 
ment income from each category of investments listed 
in the subcaptions of Rule 7-03-1 which exceeds five per- 
cent of total investment income; (2) total investment in- 
come; (3) applicable expenses; and (4) net investment in- 
come. 


3. Other income.—State separately any material amounts, 
indicating clearly the nature of the transactions out of 
which the items arose. 


EXPENSES 


4. Losses, claims and adjustment expenses.—State sepa- 
rately (a) losses and claims incurred and provided for 
and (b) related adjustment expense. 


5. Policy acquisition costs.—(a) Include under this caption 
deferred policy acquisition costs amortized to income 
during the period and other policy acquisition costs in- 
curred and charged to income during the period. 


(b) State in a note policy acquisition costs deferred during 
the period and the amount amortized to income and in- 
cluded in subcaption (a). 


(c) State in a note any category of costs incurred during 
the period which is in excess of 15 percent of the total 
amount incurred indicating the nature of the amount, e.g., 
commissions and brokerage, salaries and other COMPRA 
tion, and direct mail selling expenses. 
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(d) See Rule 7-05-1. 


Other operating costs and expenses.—\nclude general 
administrative expenses not related to policy acquisi- 
tion. State separately any material amounts. 


1. Dividends to policyholders and other similar items. 


8. Income or loss before income tax expense and appro- 
priate items below. 


9, Income tax expense.—\nclude under this caption only 
taxes based on income. Taxes applicable to profits or 
losses On securities and extraordinary items shall not be 
included under this caption (see Rule 3-16(o)). 


10. Equity in earnings of unconsolidated subsidiaries and 
50 percent or less owned persons.—The amount reported 
under this caption shall be stated net of any applicable 

tax provisions and shall exclude profits or losses on in- 
vestments. State parenthetically or in a note referred to 
herein the amounts of dividends received from such per- 
sons. 


11. Minority interest in income of consolidated subsidi- 
aries. 


12. Income or loss before realized profits or losses on 
investrnents and extraordinary items. 


13. Realized profits or losses on investments other than 
investments in affiliates, less applicable tax.—State 

( rately (a) net realized investment profits or losses of 
nea company and (b) equity in net realized in- 
vestment profits or losses of (1) unconsolidated subsidi- 
aries and (2) 50 percent or less owned persons for which 
the equity in earnings was reported under caption 10, 
disclosing parenthetically or otherwise the tax applicable 
to such amounts. No profits or losses on the insurance 
company’s own equity securities, or equity in profits or 
losses of its affiliates on their own equity securities, shall 
be included under this caption. State, here or in a note 
referred to herein, the method followed in determining 
the cost of investments sold by the insurance company, 
e.g., “average cost,” “‘first-in, first-out,” or “identified 
certificate.” 


State parenthetically following this caption or on a line 
immediately following the income statement the change 
in value of marketable equity securities during the period 
(see Accounting Series Release No. 166). 


Consideration should be given to reporting transactions of 
the insurance company under caption :15, when appropri- 
ate. (See Rule 7-05-3.) 


14. Income or loss before extraordinary items. 


15. Extraordinary items, less applicable tax.—State sepa- 
rately (a) extraordinary items of the person and (b) equity 
in extraordinary items of (1) unconsolidated subsidiaries 
and (2) 50 percent or less owned persons for which the 
ee in earnings was reported under caption 10, disclos- 







parenthetically or otherwise the tax applicable to such 
mounts. 





16. Net income or loss.—See Rule 7-03-20(f). 


17. Earnings per share data.— Refer to the pertinent require- 
ments in the appropriate filing form. No per share figure 
shall be based ori net income or loss determined in accord- 
ance with statutory accounting requirements. (See Rule 
7-02-2.) 


Rule 7-05. Special Notes to Financial Statements. 


1. Accounting principles and practices.—\nformation shall 
be given in a note as to accounting principles and practices 
reflected in the financial statements concerning the follow- 
ing matters. {See also Rule 3-08). 


(a) Consolidation of subsidiaries. 


(b) Valuation of investments and recognition and report- 
ing of unrealized appreciation or depreciation and profits 
or losses on investments. 


(c) The basis of determining unearned premiums and lia- 
bilities for losses and claims and other reserves. 


(d) The nature of and method of accounting for deferred 
policy acquisition costs. 


2. Restrictions on stockholders’ equity.—(a) The nature of 
any restriction on stockholders’ equity created by statu- 
tory accounting requirements shall be explained in a note. 
(See also Rule 3-16(h)). 


(b) Explain in a note any deficiency or imminent defi- 
ciency in the statutory requirements for capital and sur- 
plus and the possible effect of such deficiency on the fi- 
nancial statements. 


3. Analysis of gain or loss on bonds and notes and stocks. 
—For each period for which an income statement is filed 
include an analysis of investment gains or losses comparing 
realized and unrealized gains or losses on investments in 
bonds and notes and stocks. State separately for each 
period for (a) bonds and notes (see Rule 7-03-1(a)) and (b) 
stocks (see Rule 7-03-1(b)) the following information: (1) 
the portion of the realized profits or losses on investments, 
less applicable tax, included in Rule 7-04-13 which relates 
to each of the above categories; (2) the change during the 
period in the difference between value and cost for each of 
the foregoing categories adjusted for applicable tax effect; 
and (3) the net investment gain or loss. The change in the 
difference between value and cost shall be given for both 
categories of investment assets even though they may be 
shown on the related balance sheet on a basis other than 
value. 


4. Reinsurance.—\nformation shall be given concerning: 
(a) Amounts deducted from liability, income and expense 
accounts in connection with reinsurance ceded. 


{b) The nature of any contingent liability in connection 
with insurance ceded. 


(c) The nature and effect of any material nonrecurring 
bulk portfolio or similar reinsurance transactions. 
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Rule 7-06. What Schedules Are to be Filed. 


(a) Except as expressly provided otherwise in the appli- 
cable form—(1) The schedules specified below in this rule 
as Schedules |, VIII, 1X, X and XI shall be filed as of the 
dates of the most recent audited balance sheet and any sub- 
sequent unaudited balance sheet being filed for each person 
or group, provided that any such schedule (other than 


Schedules | and VIII) may be omitted if both of the follow- 


ing conditions exist: 


(i) The financial statements are bing filed as part of an 
annual or other periodic report; and 


(ii) The information that would be shown in the respective 
columns of such schedule would reflect no changes in any 
issues of securities of the registrant or any significant subsi- 
diary in excess of five percent of the outstanding securities 
of such issue as shown in the most recently filed annual 
report containing the schedule. 


(2) Schedule VIII, Capital Shares, may also be omitted if 
the above two conditions exist and any information re- 
quired by column G of the schedule is shown in the related 
balance sheet or in a note thereto. 


(3) All other schedules specified below in this rule as 
Schedules 11, I11, 1V, V, Vi and VII shall be filed for each 
period for which an income statement is required to be 
filed for each person or group. 


(b) When information is required in schedules for both the 
registrant and its consolidated subsidiaries it may be pre- 
sented in the form of a single schedule, provided that items 
pertaining to the registrant are separately shown and that 
such single schedule affords a properly summarized presen- 
tation of the facts. If the information required by any 
schedule (including the notes thereto) may be shown in 
the related financial statement or in a note thereto with- 
out making such statement unclear or confusing, that pro- 
cedure may be followed and the schedule omitted. 


(c) The schedules shall support the financial statements 
Prepared in accordance with generally accepted account- 
ing principles except for statements prepared in accord- 
ance with Rule 7-02-4. Reference to the schedules shall 

be made in the appropriate captions of the financial state- 
ments. Where, pursuant to the applicable instructions, the 
supporting schedules do not accompany the financial state- 
ments, references to such schedules shall not be made. 


(d) The schedules shall be examined by the independent 
accountant if the related financial statements are so ex- 
amined. 


Schedule |. Summary of Investments—Other than Invest- 
ments in Affiliates.—The schedule prescribed by Rule 12- 
27 shall be filed in support of caption 1 of each balance 
sheet. 


Schedule I!._ Investments in, Equity in Earnings of, and 
Dividends Received from Affiliates and Other Persons.— 
The schedule prescribed by Rule 12-04 shall be filed, for 
each period for which an income statement is required to 
be filed, in support of caption 3(a) of each balance sheet. 
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This schedule may be omitted if neither the sum of cap- 
tions 3(a) and 3(b) in the related balance sheet nor the 
amount of caption 15 in such balance sheet exceeds 5 
percent of total assets as shown by the related balance 
sheet at either the beginning or end of the period. 


Schedule I/1. Indebtedness of Affiliates and Other Per- 
sons.—The schedule prescribed by Rule 12-05 shall be 
filed, for each period for which an income statement is 
required to be filed, in support of caption 3(b) of each 
balance sheet; however, the required information may be 
presented separately on Schedule I! or Schedule V1. This 
schedule may be omitted if neither the sum of captions 
3(a) and 3(b) in the related balance sheet nor the amount 
of caption 15 in such balance sheet exceeds 5 percent of 
total assets as shown by the related balance sheet at either 
the beginning or end of the period. 


Schedule 1V. Amounts Receivable from Underwriters, 
Promoters, Directors, Officers, Employees, and Principal 
Holders (other than Affiliates) of Equity Securities of 

the Person and Its Affiliates.—The schedule prescribed by 
Rule 12-03 shall be filed, for each period for which an 
income statement is required to be filed, with respect to 
each person among the underwriters, promoters, directors, 
officers, employees, and principal holders (other than affili- 
ates) of equity securities of the person and its affiliates 
from whom an aggregate indebtedness of more than $20, 
000 or one percent of total assets, whichever is less, is 
owed or, at any time during the period for which related 
income statements are required to be filed, was owed. For 
the purposes of this schedule exclude in the determination 
of the amount of indebtedness all amounts receivable from 
such persons for purchases subject to usual trade terms, for 
ordinary travel and expense advances, and for other such 
items arising in the ordinary course of business. 


Schedule V. Valuation and Qualifying Accounts and Re- 
serves.—The schedule prescribed by Rule 12-13 shall be 
filed, for each period for which an income statement is 
required to be filed, in support of asset valuation and qual- 
ifying accounts and reserves included in each balance 
sheet (see Rule 3-02). 


Schedule VI. Indebtedness to Affiliates and Other Persons. 
—The schedule prescribed by Rule 12-13 shall be filed, 
for each period for which an income statement is required 
to be filed, in support of caption 15 of each balance sheet; 
however, the required information may be presented sepa- 
rately on Schedule I! or Schedule I11. This schedule may be 
omitted if neither the sum of captions 3(a) and 3(b) in the 
related balance sheet nor the amount of caption 15 in such 
balance sheet exceeds five percent of total assets as shown 
by the related balance sheet at either the beginning or end 
of the period. 


Schedule Vil. Premiums, Losses and Gains and Policy 
Acquisition Costs.—The schedule prescribed by Rule 12-29 
shall be filed, for each period for which an income state- 
ment is required to be filed, in support of captions 8 and 
12 of each balance sheet and captions 1(a), 1(c), 4(a), 4(b) 
and 5 of each income statement. 


Schedule VII. Capital Shares.—The schedule prescribed | 


Rule 12-14 shall be filed in support of caption 19 of a 
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balance sheet. cluded in such schedules. Information need not be set forth, 


(| however, as to notes, drafts, bills of exchange, or bankers’ 
Schedule 1X. Warrants or Rights.—The schedule prescribed acceptances having a maturity at the time of issuance of 
by Rule 12-15 shall be filed with respect to warrants or not exceeding one year. 


rights granted by the person for which the statement is be- 
ing filed to subscribe to or purchase securities to be issued 


* * * > * 


by such person. Article 12. FORM AND CONTENT OF SCHEDULES 
Schedule X. Guarantees of Securities of Other Issuers.— Rule 12-17. (Revoked and reserved) 
The schedule prescribed by Rule 12-12 shall be filed with ‘eer as 


respect to any guarantees of securities of other issuers by 


the person for which the statement is being filed. Rule 12-23. (Revoked and reserved) 


Rule 12-24. (Revoked and reserved) 
Schedule X!. Other Securities.—\f there are any classes of Rule 12-25. (Revoked and reserved) 
securities not included in Schedules VIII, 1X and X, set Rule 12-26. (Revoked and reserved) 
forth in this schedule information concerning such securi- lel ia tin 
ties corresponding to that required for the securities in- Rule 12-28. (Revoked and reserved) 
Rule 12-29. (See following attachment) 
Rule 12-30. (Revoked and reserved) 


Rule 12-29. Premiums, losses and claims and policy acquisition costs. 1/ 


(For Insurance Companies Other Than Life and Title Insurance Companies) 











PART 1— PREMIUMS PART 2—LOSSES | PART 3—POLICY ACQUISITION COSTS 2/ 
Col. A} Col.B| Col.C | Col.D] Col. E Col. F | Col.G Col. H | Col.! | Col. J | Col. Kj Col. L 
Line Un- Pre- Un- Pre- Losses | Ad- Defer- | Addi- | Defer- | Amor-| Costs 
of earn- miums| earn- miums and just red at | tions red at | tiza- incur- 
busi- ed writ ed earned claims | ment begin- | dur- end of | tion red 

{ ( ness pre- ten pre- dur- in- ex- ning ing period | charg- | and 
P 1 3/ miums| 5/ miums| ing cur- pense of period | 4/ ed to | charg- 

| begin- end of | period red incur- period costs ed to 

ning period | 5/ dur- red dur- | 4/ and costs 

of 4/ ing ing expen-| and ex- 

period period | period ses penses 

4/ 5/ 5/ 6/7/ | during 
period 
7/ 












































1/ All money columns shall be totaled. 


2/ Part 3 may be omitted if the total deferred policy acquisition costs at both the beginning and end of the period 
did not exceed five percent of total assets as shown by the related balance sheet. 


3/ The required information shall be given for each line of business detailed in the Underwriting and Investment 
Exhibit, Parts 2 and 3, of the Annual Statement filed with the regulatory authority of the person’s statutory domi- 
cile or for other classifications of lines of business which may be representative of the person’s business. Informa- 
tion as to any line of business for which the premiums written (column C) do not exceed 5 percent may be omitted; 
however, information as to all such omitted lines of business shall be combined and listed as “All Other.” 


4/ This column shall be totaled to corresponde with the related balance sheet caption. 
5/ This column shall be totaled to correspond to the related income statement caption. 
6/ Column K shall be the difference between the sum of columns H and I, less column J. 


7/ The sum of columns K and L shall correspond with the amount at caption 5 of the related income statement. 
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SECURITIES ACT OF 1933 
Release No. 5645/November 14, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11831/November 14, 1975 


TRUST INDENTURE ACT OF 1939 
Release No. 417/November 14, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9032/November 14, 1975 


VOLUNTARY DISCLOSURE OF SOCIAL SECURITY 
ACCOUNT NUMBERS ON CERTAIN COMMISSION 
FORMS 


The Commission today announced that in light of Section 
7 of the Privacy Act of 1974 (Pub. L. 93-579), it will no 
longer deem as mandatory the disclosure of social security 
account numbers on certain forms which collect informa- 
tion from or about individuals. Although the disclosure 
of social security account numbers may be of assistance 
to the Commission in identifying persons and in prompt- 
ly processing such forms, the Commission believes that 
disclosure of such numbers should be voluntary, not- 
withstanding that, under Section 7(a)(2)(B) of the Pri- 
vacy Act, disclosure of social security account numbers 

in many of the forms utilized by the Commission could 
still be required. 


In order to avoid the high costs that would be involved 

in revising its current forms to provide that the disclo- 
sure of social security account numbers is voiuntary, the 
Commission has prepared a special notice that will be 
furnished to all persons who request copies of the forms 
from the Commission indicating that disclosure of social 
security account numbers is voluntary. In addition to this 
information, the notices will set forth the information re- 
quired by Section 7 of the Act, including the authority 
pursuant to which the information is being solicited and 
what principal uses will be made of the information. 


As existing supplies of the forms are exhuasted, the Com- 
mission may revise such forms or the instructions thereto 
as appropriate. Meanwhile, applicants and registrants who 
have on hand a supply of the affected forms or who make 
their own copies of Commission forms should keep in mind 
that they are no longer required to report individuals’ so- 
cial security account numbers. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


The special notices are as follows: 


SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
ADV 


Form for Application for Registration as an Investment 
Adviser or to Amend Such an Application 


Under Sections 203(c), 204, and 211(a) of the Investment 
Advisers Act of 1940 and the rules and regulations there- 
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under, the Commission is authorized to solicit the infor- 
mation required by this form from applicants for registra- 
tion as investment advisers. 


Disclosure of the information specified on this form is 
mandatory prior to processing of such applications, except 
social security account numbers, disclosure of which is 
voluntary. 


The information will be used for the principal purpose of 
determining whether the Commission should grnat or 
deny registration to an applicant. This application will be 
made a matter of public record. Therefore, any informa- 
tion given will be available for inspection by any member 
of the public. 


Because of the public nature of the information, the Com- 
mission can utilize it for a variety of purposes, including 
referral to other governmental authorities or securities 
self-regulatory organizations for investigatory purposes 
or in connection with litigation involving the Federal se- 
curities laws or other civil, criminal or regulatory statutes 
or provisions. Social security account numbers, if furnish- 
ed, will assist the Commission in identifying applicants 
and registrants and, therefore, in promptly processing 
their applications and amendments. 


SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
BDW 


Notice of Withdrawal from Registration as a Broker-Dealer 


Under Sections 15(b), 17(a) and 23(a) of the Securities Ex- 
change Act of 1934, and the rules and regulations there- 
under, the Cqmmission is authorized to solicit the informa- 
tion required to be supplied by this form from registrants 
desiring to withdraw their registration as a broker-dealer. 


Disclosure of the information specified in this form is man- 
datory prior to processing of applications for withdrawal, 
except for social security account numbers, disclosure of 
which-is voluntary. 


The information will be used for the primary purpose of 
determining whether it is in the public interest to permit 
a broker-dealer to withdraw his registration. This notice 
will be made a matter of public record. Therefore, any in- 
formation given will be available for inspection by any 
member of the public. 


Because of the public nature of the information, the Com- 
mission can utilize it for a variety of purposes, including 
referral to other governmental authorities or securities 
self-regulatory organizations for investigatory purposes or 
in connection with litigation involving the Federal securi- 
ties laws or other civil, criminal or regulatory statutes or 
provisions. Social security account numbers, if furnished, 
will assist the Commission in identifying registrants and, 
therefore, in promptly processing applications for with- 
drawal. 


Failure to disclose the information requested by Form 
BDW, except for social security account numbers, may 
result in the registrant not being permitted to withdraw his 
registration. 
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SPECIAL INSTRUCTIONS FOR COMPLETING FORM 3 regulatory organizations for investigatory purposes or in 
connection with litigation involving the Federal securities 
Initial Statement of Beneficial Ownership of Securities laws or other civil, criminal or regulatory statutes or pro- 
visions. Social security account numbers, if furnished, will 
ept Under Sections 16(a) and 23(a) of the Securities Exchange assist the Commission in identifying officers, directors and 
Act of 1934; Section 17(a) of the Public Utility Holding security holders and, therefore, in promptly processing 
Company Act of 1935; and Section 30(f) of the Investment statements of changes in beneficial ownership of securi- 
Company Act of 1940, and the rules and regulations there- ties. 
if under, the Commission is authorized to solicit the informa- 
tion required to be supplied by this form by officers, di- Failure to disclose the information requested by this form, 
. rectors and certain security holders of a registered issuer. except for social security account numbers, may result in 
civil or criminal action against the persons involved. 
. Disclosure of the information specified in this form is man- 
| datory, except for social security account numbers, dis- 
closure of which is voluntary. The information will be used SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
. for the primary purpose of determining and disclosing the 144 
holdings of officers, directors and beneficial owners of re- 
gistered companies. This statement will be made a matter Notice of Proposed Sale of Securities 
of public record. Therefore, any information given will be 
available for inspection by any member of the public. Under Sections 2(11), 4(1), 4(2), 4(4) and 19(a) of the 
; Securities Act of 1933 and Rule 144 thereunder, the 
Because of the public nature of the information, the Com- Commission is authorized to solicit the information re- 
mission can utilize it for a variety of purposes, including quired to be supplied by this form by persons desiring to 
referral to other governmental authorities or securities sell unregistered securities. 
self-regulatory organizations for investigatory purposes 
or in connection with litigation involving the Federal se- Disclosure of the information specified in this form is man- 
curities laws or other civil, criminal or regulatory statutes datory prior to processing notices of proposed sale of 
or provisions. Social security account numbers, if furnish- securities under Rule 144, except for social security ac- 
ed, will assist the Commission in identifying officers, count numbers, disclosure of which is voluntary. The in- 
directors, and security holders and, therefore, in promptly formation will be used for the primary purpose of disclos- 
* processing initial statements of beneficial ownership of se- ing the proposed sale of unregistered securities by persons 
a deemed not to be engaged in the distribution of securities. 
‘¢ This notice will be made a matter of public record. There- 
Failure to disclose the information requested by this form, fore, any information given will be available for inspec- 
. except for social security account numbers, may result in tion by any member of the public. 
civil or criminal action against the persons involved for 
violation of provisions of the Federal securities laws and Because of the public nature of the information, the Com- 
rules promulgated thereunder. mission can utilize it for a variety of purposes, including 


referral to other governmental authorities or securities self- 
regulatory organizations for investigatory purposes or in 
SPECIAL INSTRUCTIONS FOR COMPLETING FORM 4 connection with litigation involving the Federal securities 
laws or other civil, criminal or regulatory statutes or pro- 
Statement of Changes in Beneficial Ownership of Securities visions. Social security account numbers, if furnished, will 
assist the Commission in identifying persons desiring to 
Under Sections 16(a) and 23(a) of the Securities Exchange _ sell unregistered securities and, therefore, in promptly pro- 
Act of 1934; Sections 17(a) and 20(a) of the Public Utility cessing notices of proposed sale of securities. 
Holding Company Act of 1935; and Sections 30(f) and 38 
of the Investment Company Act of 1940, and the rules and _— Failure to disclose the information requested by Form 144, 


regulations thereunder, the Commission is authorized to except for social security account numbers, would make 

solicit the information required to be supplied by this form an exemption under Rule 144 unavailable and may result 
by officers, directors and certain security holders of regis- in civil or criminal action for violations of the Federal se- 
tered issuers. curities laws. 


Disclosure of the information specified in this form is man- 

datory, except for social security account numbers, dis- SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
closure of which is voluntary. The information will be used N-1R AND EDP ATTACHMENT 

for the primary purpose of determining and disclosing the 

holdings of officers, directors and beneficial owners of Annual Report of Management Investment Companies 
registered companies. This statement will be made a matter . 

of public record. Therefore, any information given will be Under Sections 8, 30, and 38 of the Investment Company 





available for inspection by any member of the public. Act of 1940 and rules thereunder, the Commission is auth- 
7 orized to solicit the information required to be supplied 
(Jeecause of the public nature of the information, the Com- _ by this form for annual reports of management investment 
‘mission can utilize it for a variety of purposes, including companies. 


referral to other governmental authorities or securities self- 
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Disclosure of the information specified in this form is 
mandatory prior to processing annual reports of manage- 
ment investment companies, except for social security 
account numbers, disclosure of which is voluntary. The 
information will be used for the primary purpose of re- 
viewing and inspecting the financial and operating con- 
ditions of registered management investment compan- 
ies. This report will be made a matter of public record. 
Therefore, any information given will be available for 
inspection by any member of the public. 


Because of the public nature of the information, the 
Commission can utilize it for a variety of purposes, in- 
cluding referral to other governmental authorities or se- 
curities self-regulatory organizations for investigatory pur- 
poses or in connection with litigation involving the Feder- 
al securities laws or other civil, criminal or regulatory 
statutes or provisions. Social security account numbers, 

if furnished, will assist the Commission in identifying 
registrants and, therefore, in promptly processing an- 

nual reports. 


Failure to disclose the information requested by Form 
N-1R, except for the social security account number, 
could result in enforcement action by the Commission 
to require the filing of the required report. 


SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
T-2 


For Statements of Eligibility and Qualifications under the 
Trust Indenture Act of 1939 of Individuals Designated to 
Act as Trustees 


Under Sections 307, 308, 309, 310 and 319 of the Trust 
Indenture Act of 1939, the Commission is authorized to 
solicit the information required to be supplied by this 
form for statements of eligibility and qualification of 
individuals designated to act as trustees. 


Disclosure of the information specified in this form is 
mandatory prior to processing statements of eligibility 

and qualification, excpet for social security account num- 
bers, disclosure of which is voluntary. The information will 
be used for the primary purpose of determining relation- 
ships of trustees and whether there are any conflicting in- 
terests. This statement will be made a matter of public 
record. Therefore, any information given will be available 
for inspection by any member of the public. 


Because of the public nature of the information, the Com- 
mission can utilize it for a variety of purposes, including 
referral to other governmental authorities or securities self- 
regulatory organizations for investigatory purposes or in 
connection with litigation involving the Federal securities 
laws or other civil, criminal or regulatory statutes or pro- 
visions. Social security account numbers, if furnished, will 
assist the Commission in identifying persons desiring to 
qualify as trustees and, therefore, in promptly processing 
filings. 

Failure to disclose the information requested by this form, 
except for social security account numbers, may result in 
enforcement action by the Commission to compel compli- 
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ance with the Federal securities laws. 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11827/November 14, 1975 


See Securities Act of 1933 Release No. 5644/November 
4, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11828/November 14, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE 


(File No. SR-PSE-75-7) 


The Pacific Stock Exchange submitted on November 11, 
1975 a proposed rule change under Rule 19b-4 to (i) pro- 
hibit the imposition of floor brokerage with respect to 
round-lot limit orders executed through COMEX, the au- 
tomatic execution system operated by the PSE, and (ii) 
expand the COMEX system to make executions through 
COME available for orders up to 300 shares. 


Publication of the submission is expected to be made in 
the Federal Register during the week of November 17, 
1975. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are in- 
vited to submit written data, views and arguments con- 
cerning the submission within fifteen days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies there- 
of with, the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. Reference should be made to File 
No. SR-PSE-75-7. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
lease No. 11829/November 14, 1975 


Orders have been issued granting the applications for un- 
listed trading privileges in the common stocks of the follow- 
ing companies: 


PBW Stock Exchange, Inc. - American Natural Gas 
Company (Michigan); Memorex Corporation. 


Midwest Stock Exchange, Inc. - American Natural 
Gas Co. (Michigan). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11830/November 14, 1975 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 against Thornton D. Morris & 

Co., a registered broker-dealer located in Salt Lake City, 
Utah and Thornton D. Morris of Salt Lake City, Utah, 
ageneral partner and the managing partner of Thornton 

D. Morris & Co. Also named as a respondent is Thorn- 

ton D. Morris, doing business as Thornton D. Morris & Co. 


The proceedings against Thornton D. Morris & Co. and 
Thornton D. Morris are based upon allegations that 
Thornton D. Morris & Co. wilfully violated and Thornton 
Qpecritie wilfully aided and abetted violations of the 

urities Exchange Act of 1934 and rules thereunder by 
failing to file annual financial reports with the Commis- 
sion for the calendar years 1973 and 1974 and for fail- 
ing to amend its broker-dealer registration with the Com- 
mission. 


Thornton D. Morris doing business as Thornton D. Mor- 
ris & Co. is charged with conducting a securities business 
as a broker-dealer without registration with the Commis- 
sion. 


A hearing will be scheduled by further order to take 
evidence on the staff’s charges and afford the respondents 
an opportunity to offer any defenses thereto, for the pur- 
pose of determining whether the allegations are true and, 
if so, whether any action of remedial nature is necessary 
or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11831/November 14, 1975 


See Securities Act of 1933 Release No. 5645/November 14, 
1975. 





JSECURITIES EXCHANGE ACT OF 1934 
Release No. 11832/November 14, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 


(File No. SR-NASD-75-5) 


The National Association of Securities Dealers, Inc., sub- 
mitted on November 10, 1975, a proposed rule change 
under Rule 19b-4 to delete the requirement of a witness 
to a signature on an assignment or a power of substitution 
of a registered security. 


Within 35 days of the date of publication of this notice in 
the Federal Register or within such longer period (i) as the 
Commission may designate up to 90 days of such date if 

it finds such longer period to be appropriate and publish- 
es its reasons for so finding, or (ii) as to which the above- 
mentioned self-regulatory organization consents, the Com- 
mission will: 


(A) by order approve such proposed rule change, or 


(B) institute proceedings to determine whether the pro- 
posed rule change should be disapproved. 


Publication of the submission is expected to be made in 
the Federal Register during the week of November 17, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-NASD-75-5.. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and Ex- 
change Commission's Public Reference Room, 1100 L 
Street, N. W., Washington, D. C. Copies of the filing will 
also be available at the principal office of the above-men- 
tioned self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11833/November 14, 1975 


Admin. Proc. File No. 3-4726 


In the Matter of 


AMBASSADOR CHURCH FINANCE/ 
DEVELOPMENT GROUP, INC. 
HENRY C. ATKEISON, JR. 
Brentwood, Tennessee 
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ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act and the Securities Investor Protection Act, 
Ambassador Church Finance/Development Group, Inc. 
(“‘registrant’’), a registered broker-dealer, and Hency C. 
Atkeison, Jr. (““Atkeison’’), its president, failed to answer 
the order that instituted these proceedings and are there- 
fore in default. 1/ 


On the basis of that order it is found that: 2/ 


1. Registrant and Atkeison willfully violated Sections 5(a) 
and (c) and 17(a) of the Securities Act. 


2. Registrant and Atkeison willfully violated Section 10 
(b) of the Securities Exchange Act and Rule 10b-5 there- 
under. 


3. Registrant, willfully aided and abetted by Atkeison, 
willfully violated Sections 15(b)(1) and 17(a) of the Se- 
curities Exchange Act and Rules 15b3-1 and 17a-3 there- 
under. 


4. On November 14, 1974 a consent order of permanent 
injunction was entered enjoining Registrant and Atkeison 
from violating Section 17(a) of the Securities Act, Sections 
10(b), 15(c)(3) and 17(a) of the Securities Exchange Act 
and Rules 10b-5, 15c3-3, 17a-3 and 17a-4 thereunder. 


5. On December 17, 1974, at a time when Atkeison was 
an officer and director of Registrant, a consent order ad- 
judicating customers of Registrant in need of protection 
under the Securities Investor Protection Act of 1970 and 
appointing a trustee pursuant to said Act was entered. 


In view of the foregoing, it is in the public interest to re- 
voke registrant’s broker-dealer registration and to bar 
Atkeison from association with any broker-dealer. 


Accordingly, 1T 1S ORDERED that: 


(1) the registration as a broker and dealer of Ambassador 
Church Finance/Development Group, Inc. be, and it here- 
by is, revoked; 


(2) Henry C. Atkeison, Jr. be, and he hereby is, barred 
from being associated with any broker or dealer. 


For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in that order may be deemed 
true as to a defaulting respondent. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11834/November 14, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’’) the temporary suspension of over- 
the-counter trading for the single ten day period commenc- 
ing at 5:00 p.m. (EST) on November 14, 1975 and termin- 
ating at midnight (EST) on November 23, 1975 of the se- 
curities of Transjersey Bancorp, a New Jersey corporation 
with principal executive offices located at 1080 Broad 
Street, Bloomfield, New Jersey. 


The Commission suspended trading in the securities of 
Transjersey Bancorp because of questions concerning the 
recent market activity in the company’s common stock 
and other matters pertaining to the company. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not 
he has complied with said rule, he should not enter any 
quotation but immediately contact the staff of the Divi- 
sion of Enforcement in Washington, D. C. If any broker 
or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations re- 
lating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11835/November 17, 1975 


COMMISSION ORDERS HEARING ON SECTION 12(h) 
APPLICATION 


1.R.E. Florida Income Partners, Ltd. (‘the Applicant’) 
has made application for exemption under Section 12(h) 
of the Securities Exchange Act of 1934 (‘the Act’) from 
the provisions of Section 12(g) of the Act. Exemption 
from Section 12(g) will have the effect of exempting the 
Applicant from Sections 13 and 14 of the Act and any 
officer, director or ten percent beneficial owner from 
Section 16 thereof. 


The Applicant, which was organized as a limited partner- 
ship under the Florida Uniform Partnership Act, owns, 
operates, leases and manages for investment purposes im- 
proved and income producing real property. The appli- 
cant’s stated objective is to generate current cash flow and 
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tax advantages for the Applicant's limited partners as 

well as capital growth through debt reduction and appre- 
ciation in real estate values. By means of a prospectus, 
dated September 4, 1973, the Applicant effected an in- 
trastate offering of limited partnership interests in the 
State of Florida. As of December 31, 1973, the Applicant 
had 617 limited partners and had assets in excess of $10,- 
000,000. 


The Applicant contends that the requested exemption 
should be granted, among other reasons, because: the 
disclosure objectives of the Act are not relevant to real 
estate syndications; the Applicant's limited partnership 
interests are not tradeable; and the limited partners have 
no right to participate in the management of the Appli- 
cant and have only limited voting rights. 


The Commission has ordered that a hearing to determine 
whether the application should be granted or denied be 
held on December 9, 1975 at 10:00 a.m. at the offices 
of the Securities and Exchange Commission, Room 776, 
500 North Capitol Street, Washington, D. C. Any person 
desiring to be heard is directed to file with the Secretary 
of the Commission his request as provided by Rule 9(c) 
of the Commission’s Rules of Practice, setting forth any 
issues of fact or law which he desires to controvert and/ 
or setting forth any additional issues which he feels should 
be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11836/November 17, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY AMERICAN STOCK EXCHANGE, INC. AND CHI- 
CAGO BOARD OPTIONS EXCHANGE, INCORPORATED 


(File Nos. SR-Amex-75-5 and SR-CBOE-75-5) 


The American Stock Exchange, Inc. (“Amex”) and the 
Chicago Board Options Exchange, Incorporated (“CBOE”) 
submitted on October 30, 1975 and November 4, 1975, re- 
spectively, proposed rule changes under Rule 19b-4 under 
the Securities Exchange Act of 1934 to modify the exer- 
cise price intervals which are established for options on 
securities trading between 100 and 200. Under the pre- 
sent policies of CBOE, exercise prices are generally fixed 
at 5 point intervals for securities trading below 50, 10 
point intervals for securities trading between 50 and 100, 
and 20 point intervals for securities trading above 100. 

The present policies of Amex are identical to those of 
CBOE, except that Amex fixes exercise prices at 25 

point intervals for securities trading above 200. 


The effect of each of the policy changes referred to above 
awould be to fix exercise prices at 10 point intervals for 
¢ securities trading between 100 and 200. 


The Amex proposal presents the proposed rule change as 
an amendment to its policies which would conclusively 
establish the above exercise price intervals for options 
traded on the Amex. The CBOE proposal provides that 
“The CBOE may depart from this general practice [10 
point intervals for securities between 100 and 200] when 
it believes the result would be in the best interest of the 
investing public to do so.” 


CBOE and Amex have each stated the opinion that their 
respective proposed rule changes will! benefit investors 
by permitting the setting of exercise prices of options 
closer to the market price per share at which the under- 
lying stock is traded in the primary market. 


it should be noted that this proposal would expand the 
number of series of options on those underlying securities 
having market prices between 100 and 200. Amex has 
stated its opinion that its proposed rule change will not 
adversely affect its operational capacity. CBOE has ex- 
pressed a similar view, stating that any additional series 
which might result from the proposed modification will 
be nominal. 


Publication of the submissions is expected to be made in 
the Federal Register during the week of November 17, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submissions 
within 25 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. Re- 
ference should be made to File Nos. SR-Amex-75-5 and 
SR-CBOE-75-5. 


Copies of the submissions and of all written comments 
will be available for inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 1100 L 
Street, N. W., Washington, D. C. Copies of the filings 
will also be available at the principal offices of CBOE 
and Amex. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11837/November 17, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CINCINNATI STOCK EXCHANGE 


(File No. SR-CSE-1975-4) 


The Cincinnati Stock Exchange submitted on November 7, 
1975 a proposed rule change under Rule 19b-4 to open 

its Access Program to any member of another national se- 
curities exchange who is in compliance with stated re- 
quirements and to reduce the fee for extending participa- 
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tion in the program. 


Publication of the submission is expected to be made in 
the Federal Register during the week of November 17, 
1975. In order to assist the Commission to determine 
whether to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are in- 
vited to submit written data, views and arguments con- 
cerning the submission within 30 days from the date of 
publication in the Federal Register. Persons desiring to 
make written submissions should fité six copies thereof 
with the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549. Reference should be made to File No. 
SR-CSE-1975-4. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11838/November 17, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MUNICIPAL SECURITIES RULEMAKING BOARD 


(File No. SR-MSRB-75-3) 


The Municipal Securities Rulemaking Board (‘““MSRB”) 
submitted on November 12, 1975, a proposed rule change 
under Rule 19b-4 to establish a comprehensive framework 
for the operation and administration of the MSRB, and to 
define certain terms used in the rules of the MSRB. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily ab- 
rogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 24, 1975. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549. Reference should be made 
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to File No. SR-MSRB-75-3. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11839/November 17, 1975 


The Securites and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Ex- 
change Act of 1934 (“Exchange Act’’) against Maurice E. 
Hand of New Hartford, New York. During the alleged 
violative activity, Hand was president and chief operating 
officer of M. E. Hand Securities, Inc. (‘“‘Hand, Inc.”’) a 
broker-dealer which was formally registered with the Com- 
mission. 


These proceedings are based upon allegations by the Com- 
mission's staff that Hand willfully violated the antifraud 
provisions of the Exchange Act in that Hand permitted 
individuals not associated with his firm to establish nominee 
accounts for the purpose of, among other things, misappro- 
Priating cash and securities in such accounts, executing un- 
authorized transactions for customer accounts and for the 
purpose of assisting another broker-dealer to violate the 
terms and conditions of an outstanding court order. The 
Order for Administrative Proceedings also includes allega- 
tions that Hand willfully aided and abetted violations of 
the bookkeeping provisions under the Exchange Act in 
that Hand, Inc. maintained on its books and records ac- 
counts that did not reflect the true beneficial owners of 
securities transactions effected herein. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and to afford the Respond- 
ent an opportunity to offer any defenses thereto. The pur- 
pose of the hearing is to determine whether the allegations 
are true, and if any action of a remedial nature should be 
ordered by the Commission. 





SECURITIES EXCHANGE ACT 
Release No. 11840/November 18, 1975 


Admin. Proc. File No. 3-4671 
In the Matter of 


ALAN KERN 
4 Mill Lane 
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Armonk, New York 


CHRISTINA CAPITAL CORP. 
50 Broadway 
New York, New York 


IRWIN RUDNET 
163-45 83rd Street 
Howard Beach, New York 


GERALD RUDNET 
79-25 150th Street 
Flushing, New York 


PATRICK BRADY 
50-65 44th Street 
Woodside, New York 


STUART SIEGLE 
75 Island Parkway South 
Harbor Isle, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these administrative proceedings under the Securities 
Exchange Act of 1934 (‘Exchange Act’’) and Securities 
Investor Protection Act of 1970 (“SIPC Act’), respond- 
ents Alan Kern (“Kern”), Christina Capital Corp. 
(“Christina”), Irwin Rudnet, (“1.Rudnet’”’), Gerald Rud- 
net (“G. Rudnet”’), Patrick Brady (“Brady”), and Stuart 
Siegle (“Siegle’’) have submitted Offers of Settlement, 


Qyrieen admitting or denying the allegations in the Com- 
N 


mission’s Order for Proceedings, which the Commission 
has determined to accept. 1/ 


On the basis of the Order for Proceedings and the Offers 
of Settlement, it is found that: 


(1) Respondents !. Rudnet and G. Rudnet have been en- 
joined from aiding and abetting further violations of 

Section 7(c) of the Exchange Act and Regulation T there- 
under, as promulgated by the Board of Governors of the 
Federal Reserve System, and Sections 15(c)(3) and 17(a) 

of the Exchange Act and Rules 15c3-1, 17a-3, 17a-4, 17a-5, 
and 17a-11 thereunder, in SEC v. Morgan, Kennedy & Co., 
Inc., et al., 73 Civil 1057 (SDNY); 


(2) Respondents Kern, Christina, |. Rudnet, G. Rudnet 
and Brady were officers and/or controlling persons of 
Morgan Kennedy & Co., Inc. (“Morgan Kennedy”) at the 
time a trustee was appointed for Morgan Kennedy pursu- 
ant to the SIPC Act; 


(3) Respondents Kern, |. Rudnet, G. Rudnet, Brady and 
Siegle willfully aided and abetted violations of Section 
17(a) of the Securities Act of 1933, and Sections 10(b) 
and 17(a) of the Exchange Act and Rules 10b-5 and 17a-3 
thereunder; 


(4) Respondents |. Rudnet and Brady have been convicted 
in the United States District Court for the Southern Dis- 
trict of New York (United States v. Irwin Rudnet, et al., 


la 73 Crim. 275 (SDNY 1973) of conspiracy to violate and 


S substantive violations of Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder; and that it is in the public 


interest to impose the sanctions specified in the Offers of 
Settlement. 


Accordingly, 1T 1S ORDERED that: 


(1) Respondent Christina be, and it hereby is, barred 
from association with any broker-dealer, investment com- 
pany, or investment adviser; 


(2) Respondents Kern, |. Rudnet, Brady, and Siegle be 
and they hereby are, barred from association with any 
broker-dealer, investment company, or investment ad- 
viser provided that after two (2) years, respondents Kern, 
1. Rudnet, G. Rudnet, G. Rudnet, Brady, and Siegle may 
apply to become re-associated in a non-supervisory capa- 
city upon a showing that they will be properly supervised. 


This Order shail be effective at the opening of business on 
the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11841/November 18, 1975 


The Securities and Exchange Commission announced to- 
day the settlement of administrative proceedings against 
Edmond duPont, Charles Moran, Jr., Wallace C. Latour, 
Harold P. Goodbody, and Edward N. Bagley by the issu- 
ance of Findings and Orders. 1/ duPont was the senior 
partner of F. 1. duPont, Glore Forgan & Co., (formerly 
Francis |. duPont & Co.), Moran was the managing part- 
ner and Latour succeeded Moran as the managing part- 
ner. Goodbody was the managing partner of Goodbody 
& Co., and Bagley succeeded Goodbody as managing 
partner, at which time Goodbody became senior partner. 


In the proceedings which were instituted simultaneously 
with the issuance of the Findings and Orders in this matter, 
it was alleged that the respondents violated the antifraud, 
broker-dealer recordkeeping, and broker-dealer reporting 
provisions of the federal securities laws. For the purpose 

of settling the proceedings, and without admitting or 
denying the allegations of the Orders for Public Proceed- 
ings, respondents have consented to findings of violations 
of the antifraud, broker-dealer recordkeeping, and broker- 
dealer reporting provisions of the Exchange Act and certain 
respondents have consented to remedial sanctions, and 
others have consented to the implementation of certain 
restrictions on their ability to be associated with broker- 
dealers as well as certain undertakings. 


The institution of these proceedings is part of the final 
phase of the Commission’s response to the securities in- 
dustry’s back-office and financial responsibility crisis which 
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existed during the 1968-1970 period. 2/ Initially, the 
Commission responded to the problem by monitoring 
troubled firms and when certain firms were unable or un- 
willing to take the necessary corrective action, the Com- 
mission brought the appropriate enforcement proceed- 
ings to require that such action be taken. The actions so 
taken, in conjunction with the actions taken by the NASD 
and national securities exchanges, were instrumental in 
protecting the investing public and maintaining the integ- 
rity of the securities markets. 


The conditions and practices which made it necessary to 
bring these enforcement proceedings also demonstrated 
the existence of inadequacies in the regulatory system, 
which called for a variety of responses. Congress estab- 
lished the Securities Investor Protection Corporation to 
protect customer accounts and the Commission, follow- 
ing intense study, developed new rules governing the day- 
to-day control and protection of customers’ funds and 
securities, strengthened the requirements with respect to 
broker-dealer capital and early warning systems, and im- 
proved broker-dealer reporting and recordkeeping require- 
ments. At the same time, the industry and the self-regu- 
latory bodies developed more efficient systems for effect- 
ing securities transactions which markedly improved the 
ability of the industry to handle a high volume of trading. 


The final phase of the Commission's response, of which 
these proceedings are a part, was to assess responsibility 
against those individuals who caused the violative conduct 
which was uncovered. 3/ 


The 1968-1970 period presented very difficult times for 
the securities industry, and because of the numerous 
problems which arose, there was a definite lessening of 
investor confidence. While the back-office and financial 
responsibility crisis caused substantial losses in, and a 
contraction of, the industry, the Commission believes that 
as a result of the actions taken by Congress, the Commis- 
sion, and the self-regulatory organizations, a comprehen- 
sive and workable system has been developed under which 
the industry can better serve the investing public and, in 
that regard, maintain confidence in the securities markets. 


1/ See Securities Exchange Act of 1934 Release Nos. 
11842 and 11843, dated November 18, 1975. 


2/ During 1970 alone, approximately 170 firms were sub- 
ject to special scrutiny by the New York Stock Exchange. 
Further, more than 160 New York Stock Exchange mem- 
ber organizations went out of business during the period 
and approximately 80 of these firms quietly dissolved, 
liquidated, or retired from the securities business. 


3/ In addition to the proceedings announced today, the 
Commission in the near future will announce the final 
action in this area. 





SECURITIES EXCHANGE ACT OF 1934 
release No. 11842/November 18, 1975 


Admin. Proc. File No. 3-4819 


450/SEC DOCKET 


In the Matter of 


EDMOND duPONT 
P. O. Box 137 
Montcharnin, Delaware 19710 


CHARLES MORAN, JR. 
Teasdale, Utah 84773 


WALLACE C. LATOUR 
31 Edgewood Lane 
Bronxville, New York 10708 


FINDINGS AND ORDERS iMPOSING REMEDIAL 
SANCTIONS 


These are broker-dealer proceedings under the Securities 
Exchange Act of 1934 with respect to Edmond duPont, 
Charles Moran, Jr., and Wallace C. Latour (sometimes 
hereinafter referred to collectively as respondents), who 
were associated with F. |. duPont, Glore Forgan & Co., 
formerly Francis |. duPont & Co. (‘“Registrant’’). For 
the time periods discussed herein, duPont was the senior 
partner of Registrant and Moran and Latour were suc- 
cessively the managing partners of Registrant. Respond- 
ents have submitted offers of settlement which the Com- 
mission has determined to accept. For the purpose of 
these proceedings and without admitting or denying the 
allegations contained in the Order for Public Proceedings, 
respondents consent to the findings and orders set forth 
herein. 


On the basis of the Order for Public Proceedings and the 
offers of settlement, it is found that: 


1. duPont ('from January 1967 through December 1970), 
Moran (from January 1967 through September 1969), 
and Latour (from September 1969 through December 
1970) willfully 1/ violated Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder by causing Registrant to 
induce orders and accept funds and securities from cus- 
tomers at a time when Registrant was not able to prompt- 
ly consummate transactions for customers, was unable to 
determine its true financial condition, and when Regis- 
trant was not in compliance with financial responsibility 
rules of the New York Stock Exchange; by permitting 
Registrant to fail to buy in customers’ securities which 
were missing and to pledge and otherwise use for its 
benefit customers’ fully-paid and excess margin securities; 
and by making and permitting Registrant to make false 
and misleading statements to customers, investors in Re- 
gistrant, and the Commission, among others, concerning 
the operations and financial condition of Registrant. Fur- 
ther, as part of the fraudulent conduct, duPont and La- 
tour caused to be transferred into Registrant’s proprietary 
accounts securities held by the firm whose beneficial own- 
ership was unknown, and they caused these securities to 
be sold for Registrant’s benefit. 


2. duPont (from January 1967 through December 1970), 
Moran (from January 1967 through September 1969), and 
Latour (from September 1969 through December 1970) 
willfully aided and abetted violations by Registrant of 
Section 17(a) of the Exchange Act and Rule 17a-3 there- 
under in that Registrant failed to accurately make and 
keep current certain books and records. 
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- duPont (in 1968, 1969 and 1970), Moran (in 1968) and 
tour (in 1970) willfully aided and abetted violations of 
tion 17(a) of the Exchange Act and Rule 17a-5 there- 

under by Registrant's filing with the Commission reports 

on Form X-17A-5 in 1968, 1969 and 1970 which were 

false and misleading. 


4, duPont (from January 1967 through December 1970), 
Moran (from January 1967 through September 1969), and 
Latour (from September 1969 through December 1970) 
failed to reasonably supervise other persons subject to 

their supervision with a view to preventing the above-cited 
violations by Registrant. 


in his offer of settlement, Moran offers the following as 
facts in mitigation: 


1. Inearly 1970 he was fined by the New York Stock 
Exchange on the basis of charges substantially the same 
as those in the present proceedings. 


2. He has not been engaged in the securities business 
since the fall of 1969. 


3. Prior to the fall of 1969, he had been engaged in the 
securities business for over 35 years without having pre- 
viously been the subject of any disciplinary proceedings 
by the Commission. 


4. He did not appropriate to his own use any funds or 

securities belonging to customers, and he, himself, suffered 

considerable financial difficulties as a result of the failure 
\ of Francis |. duPont and its successors. 


5. He has cooperated with the Commission’s staff. 


In his offer of settlement, Latour represents that he has 

not been in the securities business since December 31, 1973 
and that he has no intention of going back into the busi- 
ness. Latour offers the following as facts in mitigation: 


He has voluntarily undertaken and agreed to repay 
approximately $225,000 to persons who invested in 
the Registrant through him. In this connection, he 
has already repaid about $100,000 to those persons, 
and he has agreed to pay to them the additional 
$125,000 over a specified period. 


In his offer of settlement, duPont voluntarily undertakes 
and agrees: 


1. Not to be associated, without prior Commission 
approval, with a broker or dealer in a supervisory or deci- 
sion-making capacity involving the back-office or opera- 
tions department, the maintenance of books and records 
relating to capital, the lending or pledging of securities or 
the financial or accounting department, although, not- 
withstanding the foregoing, he may serve without restric- 
tion as a director of a corporate broker or dealer. 


2. To contribute to an entity, organization, or association 
ince with a plan to be submitted to and approved by the 


” staff of the Commission, 25% of that portion of his earn- 
ings which exceeds $500,000, 10% of that portion of his 





which has as an object the protection of investors, in accord- 





earnings which exceeds $200,000 and is less than $500,- 
000, 5% of that portion of his earnings which exceeds 
$100,000 and is less than $200,000, and 3% of that 
portion of his earnings which exceeds $75,000 and is 
less than $100,000 (the term “earnings” as used herein 
means all salaries, wages, bonuses, and commission de- 
rived directly or indirectly by duPont from his associa- 
tion with a broker or a dealer), per annum, after the 
date hereof; and 


3. To pay 10% of all profits, dividends, and income (as 
defined in Section 61 of the Internal Revenue Code of 
1954) other than earnings received by duPont, as de- 
fined above, per annum, derived directly or indirectly 
from his association with a broker or dealer, after the 
date hereof. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions and order compliance with the under- 
takings specified in the offers of settlement. Accordingly, 


IT 1S ORDERED that Charles Moran, Jr., be, and he 
hereby is, barred from association with a broker or dealer 
with the proviso that after three years from the date here- 
of, he may apply to the Commission to be so associated; 
and it is further 


ORDERED that Wallace C. Latour be, and he hereby is, 
censured; and it is further 


ORDERED that Edmond duPont comply with his under- 
takings as set forth in his offer of settlement; and it is 
further 


ORDERED that if Edmond duPont fails to comply with 
any undertakings made in his offer of settlement the Com- 
mission may, after notice and hearing, issue such further 
order and impose such sanctions as it deems appropriate; 
such hearings shall be limited to showing non-compliance 
by Edmond duPont with his undertakings; and all findings 
by the Commission in this Findings and Orders Imposing 
Remedial Sanctions shall be binding for purposes of such 
a hearing. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ “Willfully”, as used in these proceedings, means re- 
spondents intentionally committed the acts which con- 
stituted the violations and not necessarily that respond- 
ents intended to violate the law. 
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Admin. Proc. File No. 3-4820 
In the Matter of 


HAROLD P. GOODBODY 
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Box 328 
Madison, New Jersey 


EDWARD N. BAGLEY 
8987 St. Ives Drive 
Los Angeles, California 90069 


FINDINGS AND ORDERS 


These are broker-dealer proceedings under the Securities 
Exchange Act of 1934 with respect to Harold P. Good- 
body and Edward N. Bagley (sometimes hereinafter re- 
ferred to collectively as respondents”), who were asso- 
ciated with Goodbody & Co. (“Registrant”). For the time 
periods discussed herein, Goodbody was the managing 
and then senior partner of Registrant, and Bagley suc- 
ceeded him as the managing partner of Registrant. Re- 
spondents have submitted offers of settlement which the 
Commission has determined to accept. For the purpose 
of these proceedings and without admitting or denying 
the allegations contained in the Order for Public Proceed- 
ings, respondents consent to the findings and sanctions 
set forth herein. 


On the basis of the Order for Public Proceedings and the 
offers of settlement, it is found that: 


1. Goodbody (from December 1967 to July 1970) and 
Bagley (from July 1969 to December 1970) willfully 1/ 
violated Section 10(b) of the Exchange Act and Rule 10 
b-5 thereunder by causing Registrant to induce orders and 
accept funds and securities from customers at a time when 
Registrant was not able to promptly consummate trans- 
actions for customers, was unable to determine its true 
financial condition, and when Registrant was not in com- 
pliance with financial responsibility rules of the New York 
Stock Exchange; by permitting Registrant to fail to buy 

in customers’ securities which were missing and to pledge 
and otherwise use for its benefit customers’ fully-paid and 
excess margin securities; and by making and permitting 
Registrant to make false and misleading statements to cus- 
tomers, investors in Registrant and the Commission, among 
others, concerning the operations and financial condition 
of Registrant. 


2. Goodbody (from December 1967 to July 1970) and 
Bagley (from July 1969 to December 1970) wilifully aided 
and abetted violations by Registrant of Section 17(a) of 
the Exchange Act and Rule 17a-3 thereunder in that Re- 
gistrant failed to accurately make and keep current cer- 
tain books and records. 


3. Goodbody (in 1969 and 1970) and Bagley (in 1970) 
willfully aided and abetted violations of Section 17(a) of 
the Exchange Act and Rule 17a-5 thereunder by Regis- 
trant’s filing with the Commission reports on Form X- 
17A-5 in 1969 and 1970 which were false and misleading. 


4. Goodbody (from December 1967 through July 1970) 
and Bagley (from July 1969 through December 1970) 
failed to reasonably supervise other persons subject to 
their supervision with a view to preventing the above- 
cited violations by Registrant. 


In his offer of settlement, Goodbody offers the following 
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as facts in mitigation: 


1. He was Manging Partner until July, 1969, and as such 
he had some responsibility for the problem which culmin- 
ated in the transfer of Goodbody & Co.'s business to 
Merrill Lynch on December 11, 1970. 


2. While he was Manging Partner he did his very best to 
build up and strengthen Goodbody & Co.’s organization 
to cope with the unprecedented volume of business that 
Goodbody & Co. in particular and Wall Street in general 
handled in 1967 and 1968. 


3. The results that Goodbody & Co. obtained during 
these years show that he was largely successful. 


4. In July 1969 at his request, in planning for his retire- 
ment at age 65 at the end of 1970, a new Managing 
Partner and Chief Executive Officer was elected. 


5. All the assets he had built up during 43 years with 
Goodbody & Co. were wiped out when Goodbody & Co. 
went out of business, including most of the assets of his 
wife, and he is now insolvent. 


6. He has not been associated with a broker or dealer 
since Goodbody & Co. went out of business, and he has 
no intention of becoming associated with one in the fu- 
ture. However, he has been working during this period to 
support his wife and himself. 


7. Under these circumstances, and since no statutory 
sanctions are involved, it seems advisable to make this offer 
to the Securities and Exchange Commission to close the 
record on what was a very unhappy period for him. For- 
tunately, the transfer of Goodbody & Co.'s business to 
Merrill Lynch did not result in any loss to its customers 

or subordinated lenders. 


In the offers of settlement of Goodbody and Bagley, each 
voluntarily undertakes and agrees: 


1. Not to be associated, without prior Commission ap- 
proval, with a broker or dealer in a supervisory or decision- 
making capacity involving the back-office or operations 
department, the maintenance of books and records relating 
to capital, the lending or pledging of securities or the fi- 
nancial or accounting department, although notwithstand- 
ing the foregoing, each may serve without restriction as 

a director of a corporate broker or dealer; 


2. To contribute to an entity, organization, or association 
which has as an object the protection of investors, in 
accordance with a plan to be submitted to and approved 
by the staff of the Commission, 25% of that portion of 
his earnings which exceeds $500,000, 10% of that portion 
of his earnings which exceeds $200,000 and is less than 
$500,000, 5% of that portion of his earnings which ex- 
ceeds $100,000 and is less than $200,000 and 3% of that 
portion of his earnings which exceeds $75,000 and is less 
than $100,000 (the term “earnings” as used herein means 
all salaries, wages, bonuses, and commissions derived 
directly or indirectly by him from his association with a 
broker or a dealer) per annum, after the date hereof; and 
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3. To pay 10% of all profits, dividends, and income (as 
fined in Section 61 of the Internal Revenue Code of 
954) other than earnings received by him, as defined 
above, per annum, derived directly or indirectly from 
his association with a broker or dealer after the date 
hereof. 


in view of the foregoing, it is in the public interest to order 
compliance with the undertakings specified in the offers of 
settlement. Accordingly, 


IT 1S ORDERED that Goodbody and Bagley comply with 
their undertakings as set forth in their offers of settlement; 
and it is further 


ORDERED that if either Goodbody or Bagley fails to com- 
ply with any undertakings made in their offers of settle- 

ment the Commission may, after notice and hearing, issue 
such further orders and impose such sanctions as it deems 
appropriate; such hearing shall be limited to showing non- 
compliance by Goodbody or Bagley with their undertakings; 
and all findings by the Commission in this Findings and 
Orders shall be binding for purposes of such a hearing. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ “Willfully’”’, as used in these proceedings, means respond- 
ents intentionally committed the acts which constituted 
the violations and not necessarily that respondents intend- 

( ed to violate the law. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11844/November 18, 1975 


FREEDOM OF INFORMATION ACT 
Release No. 38/November 18, 1975 


EXTENSION OF TIME FOR COMMENTS ON PRO- 
POSED RULE 24b-2 


(File No. S7-598) 
(Comment Period Expires January 2, 1976) 


On October 30, 1975, the Commission published for com- 
ment by interested persons a proposed new Rule 24b-2 
under the Securities Exchange Act of 1934, to provide a 
procedure for requesting confidential treatment for infor- 
mation filed pursuant to the Exchange Act. See Securities 
Exchange Act of 1934 Release No. 11774. 


In the same release, the Commission also announced the 
rescission of former Rule 24b-2 due to the recent amend- 
ment of Section 24 of the Exchange Act, and the amend- 
ment of various procedural rules. 


(| J The Commission has extneded the time for submitting com- 


ment on this proposal, originally set to expire December 1, 
1975, to and including January 2, 1976. All comments 





should be submitted in triplicate, should refer to File $7- 





598, and should be sent to George A. Fitzsimmons, Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. All comments received will be available for 
public inspection. 


For the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11845/November 18, 1975 


In the Matter of 


CAPCO SECURITIES INC. 
(File No. 3-4767) 


ORDER PURSUANT TO SECTION 15(a)(2) GRANTING 
EXEMPTION FROM THE REGISTRATION REQUIRE- 
MENTS OF SECTION 15(a)(1) OF THE ACT 


Capco Securities, Inc. (““Capco”’) has filed an application 
pursuant to Section 15(a)(2) of the Securities Exchange Act 
of 1934 (the ““Act’’) for an order exempting it from the re- 
gistration requirements of Section 15(a)(1) of the Act. 


Section 15(a)(2) authorizes the Commission to exempt any 
broker or dealer or class of brokers or dealers, either uncon- 
ditionally or upon specified terms and conditions or for 
specific periods, from the registration requirements of Sec- 
tion 15(a)(1) of the Act, if the Commission deems it neces- 
sary or appropriate in the public interest or for the protec- 
tion of investors. 


Capco is a District of Columbia corporation which intends 
to make direct loans to eligible small business concerns 
under the loan guarantee program of the United States 
Small Business Administration (‘SBA’). A loan made to 
an eligible small business with SBA approval qualifies for 
an SBA loan guarantee as to principal and interest to the 
extent of 90% of the unpaid balance of the loan or $350,- 
000, whichever is less. Capco’s application to the SBA to 
become an approved lender under that program has been 
approved by the SBA subject to Capco’s obtaining the min- 
imum capital required to participate. In return for any loan 
it makes, Capco will receive a promissory note from the 
borrower for the full amount of the loan. Capco will then 
sell, with the consent of the SBA, the guaranteed portion 
of each loan to institutional investors. All such sales will be 
made through brokers or dealers registered with tre Com- 
mission. Capco will retain the non-guaranteed portion of 
each loan and will service the loan for purchasers of the 
guaranteed portion. 


On October 23, 1975, a notice of the application was pub- 
lished (Securities Exchange Act Release No. 11761, 40 Fed. 
Reg. 50578 (Oct. 30, 1975)). The notice gave interested 
persons an opportunity to request a hearing and stated that 
an order disposing of the application might be issued upon 
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request or upon the Commission’s own motion unless a hear- 


ing should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered by the Commission, and it 
is found that the granting of the requested exemption is 
appropriate in the public interest and consistent with the 
protection of investors. 


IT 1S ORDERED, pursuant to Section 15(a)(2) of the Act, 
that the application by Capco for exemption from the re- 
gistration requirements of Section 15(a)(1) of the Act, be, 
and hereby is, granted effective forthwith on the condition 
that Capco not engage in the business of buying and selling 
securities other than as described herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11846/November 19, 1975 


Admin. Proc. File No. 3-4121 


In the Matter of 


J. SHAPIRO CO. 

1740 Midwest Plaza Building 
Minneapolis, Minnesota 
(8-14010) 


OTTO D. CHRISTENSON 
GEORGE W. FREDERICKS 
EDWARD D. CLAPP 
STEPHEN B. GOOT 
HERMAN J. POLISKY 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing petitions for review of the initial deci- 
sion in these proceedings has expired. With respect to the 
above-captioned respondents, either no petition for review 
has been filed or the petition filed has been withdrawn. And 
the Commission has not determined to review the issues 
with respect to such respondents on its own initiative. 


Accordingly, NOTICE IS HEREBY GIVEN, pursuant to 
Rule 17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with re- 
spect to the above respondents has become the final deci- 
sion of the Commission. The order contained in that deci- 
sion revoking the broker-dealer registration of J. Shapiro 
Co., expelling that firm from membership in the National 
Association of Securities Dealers, Inc., barring Otto D. 
Christenson from association with a broker-dealer, sus- 
pending George W. Fredericks from association with any 
broker-dealer for a period of six months, and dismissing 
the proceedings as to Edward D. Clapp, Stephen B. Goot 
and Herman J. Polisky is hereby declared effective. The 
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suspension of Fredericks shall commence as of the open- 
ing of business on December 1, 1975. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11847/November 19, 1975 


Admin. Proc. File No. 3-3953 


In the Matter of 


DOUGLAS M. YEAMAN 
666 Mariners Island Blvd. 
San Mateo, California 


ORDER DISCONTINUING PROCEEDINGS 


The order instituting these proceedings under the Securi- 
ties Exchange Act alleged that in 1972 Douglas M. Yeaman, 
owner of 10% or more of Comstock Securities, Limited, 
formerly a registered broker-dealer, 1/ and supervisor of 
its back-office operations willfully violated the antifraud 
provisions of Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder and willfully aided and abetted 
violations of the financial responsibility, credit exten- 
sion, filing and bookkeeping provisions of Sections 7(c) 
(1), 15(b), 15(c)(3) and 17(a) of the Exchange Act and 
Regulation T and Rules 15b3-1(b), 15c3-1, 17a-3, and 
17a-11 thereunder. 


Stating that it has been unable to serve Yeaman with the 
order for proceedings, the Commission’s Division of En- 
forcement moves to discontinue these proceedings as to 
him. The proceedings have been terminated as to the 
other respondents. 


Accordingly, 1T 1S ORDERED that these proceedings be, 
and they hereby are, discontinued as to Douglas M. Yea- 
man; and it is further 


ORDERED that this discontinuance be without prejudice 
to the institution of other proceedings against Douglas M. 
Yeaman founded on the allegations in the order for pro- 
ceedings. 


For the Commission by the Office of Opinions and Review, 
kpursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The firm’s broker-dealer registration was revoked on 
July 31, 1974 by virtue of its default. Securities Exchange 
Act Release No. 10937, 4 SEC Docket 660. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11848/November 19, 1975 


Admin. Proc. File No. 3-4672 
in the Matter of 


ABRAHAM BRAZEL 
Rumson, New Jersey 


ORDER DISCONTINUING PROCEEDINGS 


Stating that it has been unable to serve Abraham Brazel, 
the Commission’s Division of Enforcement moves to dis- 
continue the proceedings with respect to him. 


Accordingly, 1T iS ORDERED that these proceedings be, 
and they hereby are, discontinued as to Abraham Brazel; 
and it is further 


ORDERED that such discontinuance be without prejudice 
to the institution of such other proceedings with respect to 
Abraham Brazel founded on the matters and things alleged 
in the order that instituted these proceedings as the Com- 
mission in its discretion may hereafter deem appropriate. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11849/November 19, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 51/November 19, 1975 


Admin. Proc. File No. 3-4509 


In the Matter of 


MARVIN L. KAUFMAN 
3215 Arlington Avenue 
Riverdale, New York 


GERALD BELL 
47 North Central Avenue 
Hartsdale, New York 


DAVID MARINCIC 
21914 Visconio Road 
Woodland Hills, California 


PAUL GOLDBERG 

a/k/a Paul Stevens 

46 Yorktown Road 

East Brunswick, New Jersey 


JAY N. TABATCHNICK 
3089 N. W. 64th Avenue 
Sunrise, Florida 





LEONARD STRAUSS 
14 Cullen Drive 
West Orange, New Jersey 


ORDER IMPOSING REMEDIAL SANCTIONS 


In this broker-dealer proceeding under the Securities Ex- 
change and Securities Investor Protection Acts, Jay N. 
Tabatchnick and Paul Goldberg, formerly officers of re- 
gistered broker-dealers, Leonard Strauss formerly a sales 
manager for a registered broker-dealer and Marvin L. Kauf- 
man, Gerald Bell and David Marincic, securities salesmen 
have submitted offers of settlement, which the Commis- 
sion has determined to accept. Kaufman and Tabatchnick 
solely for the prpose of this proceeding and any other pro- 
ceeding pursuant to specified sections of the Exchange, 
Securities, Investment Company, Investment Advisers 

and Securities Investor Protection Acts; Marincic solely 
for the purpose of this proceeding and any other proceed- 
ing pursuant to the Exchange Act; and Goldberg, Bell and 
Strauss solely to settle this proceeding, consent to the find- 
ings and orders below without admitting or denying the 
allegations in the order for proceedings. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that: 1/ 


1. All of the respondents willfully violated Section 17(a) 
of the Securities Act and Section 10(b) of the Exchange 
Act and Rules 10b-5 thereunder. 


2. Kaufman, Bell and Marincic willfully violated Section 5 
of the Securities Act. 


3. Marincic willfully aided and abetted violations of Sec- 
tion 17(a) of the Exchange Act and Rules 17a-3 and 17a-4 
thereunder. 


4. Tabatchnick willfully aided and abetted violations of 
Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder. 


5. Tabatchnick was an officer, director and 10% share- 
holder of a registered broker-dealer at the time a trustee 
was appointed for it under the Securities Investor Pro- 
tection Act. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions to which respondents have consented. 


Accordingly, IT IS ORDERED that Jay N. Tabatchnick 
be, and he hereby is, barred from association with any 
broker or dealer with the proviso that, after two years, 
he may apply to the Commission to become so associated 
in a non-supervisory capacity upon a showing of proper 
supervision; and it is further 


ORDERED that Paul Goldberg be, and he hereby is, bar- 
red from association with any broker, dealer or registered 
investment company with the proviso that, after 15 months, 
he may apply to the Commission to become associated 
with a broker or dealer in a non-supervisory, non-proprie- 
tary capacity upon a proper showing that he will be ade- 
quately supervised, and it is further 
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ORDER that Leonard Strauss be, and he hereby is, barred 
from association with any broker, dealer or registered invest- 
ment company, with the proviso that, after one year, he 
may apply to become associated with a broker or dealer in 

a non-supervisory, non-proprietary capacity upon a proper 
showing that he will be adequately supervised; and it is 
further 


ORDERED that Gerald Bell be, and he hereby is, barred 
from association with any broker, dealer or registered in- 
vestment company with the proviso that, after 6 months, 
he may apply to the Commission to become associated 
with a broker-dealer in a non-supervisory, non-proprietary 
capacity upon a proper showing that he will be adequately 
supervised; and it is further 


ORDERED that David Marincic be, and he hereby is, bar- 
red from association with any broker, dealer or registered 
investment company with the proviso that, after 6 months, 
he may apply to the Commission to become so associated 
in a non-supervisory capacity upon a showing that he will 
be properly supervised; and it is further 


ORDERED that Marvin L. Kaufman be, and he hereby is, 
barred from association with any broker, dealer or regis- 
tered investment company with the proviso that, after 6 
months, he may apply to the Commission to become so 
associated in a non-supervisory, non-proprietary capacity 
upon a proper showing that he will be properly supervised. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in this proceeding. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11850/November 19, 1975 


Admin. Proc. File No. 3-4709 

In the Matter of 

ALBERT F. JACKSON, Ill, et al. 

ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Albert F. Jackson, III, formerly an officer 
of a registered broker-dealer, has submitted an Offer of 
Settlement without admitting or denying the allegations 
in the Order for Proceedings which the Commission has 
determined to accept. 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that Albert F. Jackson, III, wil- 
fully violated Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder, and that it is 

in the public interest to impose the sanctions specified 

in the Offer of Settlement. 1/ 
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Accordingly, 1T iS ORDERED that: 


Albert F. Jackson, II|,be and he hereby is, barred from 
association with any broker or dealer with the provision 
that after two years from the date of said Order, he may 
apply to the Commission to become associated with a 
broker or dealer in a non-supervisory, non-proprietory 
capacity upon the proper showing that he will be ade- 
quately supervised, effective at the opening of business 
on the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11851/November 19, 1975 


REQUEST BY THE NATIONAL MARKET ADVISORY 
BOARD FOR PUBLIC COMMENT REGARDING THE 
ESTABLISHMENT OF A NATIONAL MARKET SYS- 
TEM 


At the request of the National Market Advisory Board (the 
“Board”), the Securities and Exchange Commission today 
published the Board’s “Request for Public Comment Re- 
garding the Establishment of a National Market System.” 


The Commission wishes to note that this Request is being 
made by the Board and that the Commission is simply mak- 
ing available its facilities to assist the Board in soliciting 
public comment. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


NATIONAL MARKET ADVISORY BOARD 


Request for Public Comment Regarding the Establishment 
of a National Market System 


The National Market Advisory Board (the ““Board”) was es- 
tablished by the Securities and Exchange Commission (the 
“Commission”’) on September 30, 1975. The Commission 
was directed to establish the Board by Section 11A(d)(1) 
of the Securities Exchange Act of 1934, as added by the 
Securities Acts Amendments of 1975, Pub. L. No. 94-29. 


Sections 11A(d)(3)(A) and (B) of the Securities Exchange 
Act give the Board the following responsibilities: 


““(3)(A) The Advisory Board shall study and make recom- 
mendations to the Commission as to the steps it finds ap- 
propriate to facilitate the establishment of a national mar- 
ket system. In so doing, the Advisory Board shall assume 
the responsibilities of any advisory committee appojnted 
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to advise the Commission with respect to the national 
market system which is in existence at the time of the 
establishment of the Advisory Board.” 


“(B) The Advisory Board shall study the possible need 

for modifications of the scheme of self-regulation pro- 

vided for in this title so as to adapt it to a national market 
system, including the need for the establishment of a new 
self-regulatory organization (hereinafter in this section 
referred to as a ‘National Market Regulatory Board’ or 
‘Regulatory Board’) to administer the national market sys- 
tem. In the event the Advisory Board determines a National 
Market Regulatory Board should be established, it shall 
make recommendations as ta: 


“(i) the point in time at which a Regulatory Board should 
be established; 


“(ii) the composition of a Regulatory Board; 
“(iii) the scope of the authority of a Regulatory Board; 


“liv) the relationship of a Regulatory Board to the Com- 
mission and to existing self-regulatory organizations; and 


“(v) the manner in which a Regulatory Board shall be 
funded. 


“The Advisory Board shall report to Congress on or before 
December 31, 1976, the results of such study and its re- 
commendations, including such recommendations for 
legislation as it deems appropriate.” 


" Section 11A(d)(3)(C) of the Securities Exchange Act fur- 


ther provides that, in carrying out its responsibilities, “‘the 
Advisory Board shall consult with self-regulatory organiza- 
tions, brokers, dealers, securities information processors, 
issuers, investors, representatives of Government agencies, 
and other persons interested or likely to participate in the 
establishment, operation, or regulation of the national 
market system.” 


The Board takes note of the fact that a number of com- 
mentators have recently made public their views with re- 
gard to a national market system. The Board now wishes 
to request formally that all interested parties furnish views 
to the Board with regard to the establishment, operation, 
or regulation of a national market system. 


Submissions to the Board may include complete proposals 
for a national market system or partial proposals with re- 
spect to one or more elements of a national market sys- 
tem. Among the various elements that the Board intends 
to consider are: a composite limit order book, market- 
making, membership and access, trading rules, clearance 
and settlement, role of issuers, and administration and 
governance. The Board is particularly interested in sugges- 
tions as to the specific steps which should be taken to fa- 
cilitate the establishment of a national market system, the 
timing of those steps and where appropriate, income and 
expense considerations. The Board is also interested in re- 
ceiving comments with regard to the statements and con- 
clusions of the Securities and Exchange Commission’s 
Advisory Committee on the Implementation of a Central 
Market System. 


Submissions should be made to Andrew P. Steffan, Exe- 
cutive Secretary of the National Market Advisory Board, 
Securities and Exchange Commission, Washington, D. C. 
20549, if possible, prior to March 1, 1976. The Board 
will also consider proposals received after this date, but 
urges that submissions be made as soon as possible. The 
Board also wishes to point out that it expects to com- 
mence consideration of these matters prior to receipt of 
outside comments. 


Copies of all submissions will be made available for ex- 
amination at the Commission’s Office of Public Refer- 
ence, File No. S7-602. The Board will consider, at a future 
date, the possibility of providing time for oral presenta- 
tions by those persons who have made written submis- 
sions. Those interested in making oral presentations should 
notify the Executive Secretary. 


National Market Advisory Board 


John E. Leslie, Chairman 

Chairman of the Board and Chief Executive Officer 
Bache & Co., Inc. 

New York, New York 


Milton H. Cohen 
Schiff, Hardin & Waite 
Chicago, Illinois 


Aaron R. Eshman 

President and Chief Executive Officer 
Stern, Frank, Meyer & Fox, Inc. 

Los Angeles, California 


John P. Guerin, Vice Chairman 
Mitchum, Jones & Templeton 
Los Angeles, California 


Professor James H. Lorie 
University of Chicago 
Chicago, Illinois 


C. Rader McCulley, President 
First Southwest Company 
Dallas, Texas 


Donald B. Marron, President and Director 
Mitchell, Hutchins, Inc. 
New York, New York 


Joane H. Miller 
North Redington Beach, Florida 


James W. North, Executive Vice President 
The Chase Manhattan Bank 
New York, New York 


George Putnam, Chairman 
The Putnam Funds 
Boston, Massachusetts 


Ralph S. Saul 

Vice Chairman and Chief Executive Officer 
INA Corporation 

Philadelphia, Pennsylvania 
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John Scanlon 
New York, New York 


Donald Stone 
Lasker, Stone & Stern 
New York, New York 


Robert S. Swinarton, Vice Chairman 
Dean Witter & Co. 
New York, New York 


Donald E. Weeden, Chairman of the Board 
Weeden & Co. 
New York, New York 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11852/November 19, 1975 


Admin. Proc. File No. 3-4734 

In the Matter of 

IPS COMPUTER MARKETING CORPORATION 
(File No. 81-80) 

ORDER ACCEPTING OFFER OF SETTLEMENT 


IPS Computer Marketing Corp. (the ““Applicant’’) filed an 
application pursuant to Section 12(h) of the Securities Ex- 
change Act of 1934 for exemption from the reporting re- 
quirements of Section 15(d) of the Act. On September 25, 
1975, a public hearing on the application was ordered but 
has not been held. 


On October 29, 1975, the Applicant submitted an offer of 
settlement which the Commission has determined to ac- 
cept. The Offer of Settlement provides that: 


1. Prior to its next annual meeting, on or about December 
18, 1975, IPS will prepare and distribute to its shareholders 
of record on a record date to be set by its Board of Direc- 
tors in accordance with its By-Laws, which date should be 
on or about November 15, 1975, an Annual Report to 
Shareholders similar to those distributed to its shareholders 
in 1972, 1973 and 1974, copies of which have been fur- 
nished to the Commission. This Annual Report will con- 
tain audited financial statements and a report containing 
the opinion of IPS’s auditors, Peat, Marwick, Mitchell & 
Co., on such financial statement. 


2. Such Annual Report to Shareholders will comply with 
the requirements of Rule 14a-3, as amended on October 31, 
1974. 


3. IPS will supply to itsshareholders with the Annual 
Report a separate memorandum, containing information 
required by Items 13 and 15 of Form 10-K. 


4. IPS will furnish copies of the Annual Report and the 


separate memorandum to the Commission at the time 
of mailing to its shareholders. 
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In view of the foregoing, IT 1S ORDERED that the afore- 
mentioned Offer of Settlement be, and hereby is, accept- 
ed, and it is further Ordered that this proceeding be, and 
hereby is, terminated. 


For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11853/November 19, 1975 


Admin. Proc. File No. 3-4693 
In the Matter of 


PAUL J. BRUCK & ASSOCIATES, INC. 
1309 Rand Road 
Arlington Heights, Illinois 60004 


PAUL J. BRUCK 
1309 Rand Road 
Arlington Heights, Illinois 60004 


WALTER T. JOHNSON 
1309 Rand Road 
Arlington Heights, Illinois 60004 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Paul J. Bruck & Associates, Inc. (regis- 
trant), a registered broker-dealer, Paul J. Bruck, secre- 
tary, director and indirect sole owner of registrant, and 
Walter T. Johnson, president and director of registrant, 
have submitted offers of settlement, without admitting 
or denying the allegations in the order for proceedings, 
which the Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that registrant willfully violated 
Sections 5(a) and 5(c) of the Securities Act and Sections 
7(c)(1), 11(d)(1), 15(b); 15(c) and 17(a) of the Securities 
Exchange Act and Rule 15b3-1, 15c3-3, 17a-3 and 17a-4 
thereunder, and that Paul J. Bruck and Walter T. John- 
son wilfully violated Sections 5(a) and 5(c) of the Securi- 
ties Act and willfully aided and abetted the remaining 
above-described violations of registrant, and that it is in 
the public interest to impose the sanctions specified in the 
offer of settlement. 


Accordingly, 1T IS ORDERED that: 


(1) The registrant be, and hereby is, suspended from 
transacting business as a broker or dealer for a period of 
60 days, effective at the opening of business on the 
second Monday after the date of this order after which 
registrant shall withdraw its broker-dealer registration; 


(2) Paul J. Bruck be, and hereby is, suspended from 
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gssociation with any broker or dealer, investment adviser 

investment company for a period of 60 days, effective 
nes opening of business on the second Monday after 
the date of this order, following which he shall be barred 
from association with any broker or dealer, investment 
adviser or investment company in a supervisory or pro- 
prietory capacity, except that he may act in a supervisory 
capacity with respect to sales activities; and 


(3) Walter T. Johnson be, and hereby is, suspended from 
association with any broker or dealer, investment adviser 
or investment company for a period of 45 days, effective 
at the opening of business on the second Monday after 
the date of this order, following which he shall be barred 
from association with a broker or dealer, investment ad- 
viser or investment company in a supervisory capacity 
with respect to sales activities. 


For the Commission, by its Secretary, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11854/November 20, 1975 


ADOPTION OF A FINANCIAL RESPONSIBILITY 
PROGRAM PERTAINING TO TRANSACTIONS IN 
MUNICIPAL SECURITIES, INCLUDING THE ADOP- 
TION OF CERTAIN AMENDMENTS, TEMPORARY 
‘AMENDMENTS AND INTERPRETATIONS TO THE 
UNIFORM NET CAPITAL RULE (RULE 15c3-1), 

THE CUSTOMER PROTECTION RULE (RULE 15c3-3) 
AND OTHER RELATED FINANCIAL RESPONSIBIL- 
ITY AND REPORTING RULES 


The Securities and Exchange Commission today announced 
the adoption of certain amendments, temporary amend- 
ments and interpretations of Rule 15c3-1 and Rule 15c3-3, 
as well as of related financial responsibility and reporting 
tules under the Securities Exchange Act of 1934. The 
amendments: are intended to modify temporarily and, in 
some instances, permanently the impact of such rules on 
brokers and dealers effecting transactions in municiapl 
securities. 


The Commission believes that the temporary amendments 
are necessary and appropriate in the public interest and 
for the protection of investors in light of comments re- 
ceived from the public, and will afford the Commission 
the opportunity to consider and develop appropriate fi- 
nancial responsibility and reporting standards while pro- 
viding protection to investors. 


Introduction 


prior to the Securities Acts Amendments of 1975, 1/ (the 
“1975 Amendments”) municipal securities were included 
within the definition of “exempted securities” as defined 


1 fr section 3(a)(12) of the Securities Exchange Act of 1934 


(the “Act”’). The 1975 Amendments embodied a con- 
gressional conclusion, that the protection of investors 


requires the regulation of brokers and dealers who effect 
transactions in municipal securities. ‘The [Senate Bank- 
ing, Housing and Urban Affairs] Committee has concluded 
the time has come to revise the Exchange Act to subject 
municipal securities professionals to essentially the same 
regulatory scheme that applies to other securities activi- 
ties.” 2/ 


Implementing this conclusion, the 1975 Amendments, 
inter alia, excised municipal securities from the class of 
exempted securities for purposes of section 15(c)(3) of 
the Act, effective December 1, 1975. Moreover, the 1975 
Amendments amended section 15(c)(3) to require the 
Commission to establish minimum financial responsibility 
requirements for “all brokers and dealers no later than 
September 1, 1975. While thus subjecting brokers and 
dealers who effect transactions in municipal securities to 
Commission financial responsibility regulation, Congress, 
nonetheless, remained cognizant that the often unique 
structure of the municipal securities industry might some- 
how indicate financial responsibility rules different from 
those applicable to other members of the securities in- 
dustry. In particular, Congress cautioned that “it may not 
be appropriate to apply the existing net capital rules to 
firms that are solely brokers in municipal securities, 
whose only customers are professional securities dealers 
and banks. The limited risks inherent in this form of 
business may justify less stringent rules without danger 

to the public.” 3/ 


The 1975 Amendments became law on June 4, 1975. At 
that time the Commission was completing development 
of a uniform net capital rule subsequently adopted pur- 
suant to section 15(c)(3) on June 26, 1975, effective 
September 1, 1975. 4/ Thus it is contemplated that Rule 
15c3-1, as amended (the “Rule’’), would be in place by 
the time municipal securities brokers and dealers become 
subject to section 15(c)(3) on December 1, 1975. Accord- 
ingly, the Commission, directed to establish minimum 
financial responsibility standards for brokers and dealers 
effecting transactions in municipal securities consistent 
with the protection of investors, and cognizant of the 
unique features of this industry, included a request for 
comments in the release adopting the Rule. 5/ The Com- 
mission reiterated this request in Securities Exchange Act 
Release No. 11561 (July 30, 1975), soliciting public com- 
ment concerning any special problems which Rule 15c3-1 
would pose to the municipal securities industry. When cer- 
tain members of the public requested additional time in 
which to present their views and supporting data on these 
matters, the Commission extended the public comment 
period until October 15, 1975. 6/ 


In response to these releases, the Commission received a 
number of thoughtful comment letters. Salient among the 
numerous issues they raised were minimum net capital 
requirements under Rule 15c3-1(a) and (f), the appropriate 
haircuts for municipal notes, the treatment of undue con- 
centrations in municipal securities, and the fact that mun- 
icipal securities trading markets are structurally different 
from the markets on which the Rule’s nonmarketability 
provisions were premised. More generally, the Commission 
became aware of the need to prescribe emergency tempor- 
ary relief from a number of the Rule’s provisions. This is 
necessary both to enable brokers and dealers effecting 
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transactions in municipal securities and those firms newly 
subject to Commission regulation to make a smooth transi- 
tion to the requirements of Rule 15c3-1, and to allow the 
Commission to consider and develop appropriate perma- 
nent capital standards for brokers and dealers effecting 
transactions in municipal securities. 


The Commission is aware that some brokers and dealers 
effecting municipal securities transactions may experience 
initial difficulty in understanding net capital requirements 
as set forth in Rule 15c3-1. The Commission points out 
that the Rule affords to these brokers and dealers the same 
opportunities afforded to all registered brokers and deal- 
ers. Specifically, while the minimum net capital require- 
ments set forth in Rule 15c3-1(a) generally provide for 
net capital of not less than $25,000, only $5,000 net 
capital is required of brokers and dealers who (1) carry 
no customer accounts, (2) do not hold customers’ funds 
or securities and do not owe funds or securities to cus- 
tomers, and (3) restrict their business to certain specific 
activities. 7/ These activities include acting as an intro- 
ducing broker on a fully disclosed basis, participating as 

a broker or dealer in underwritings on a “best efforts”’ 

or “‘all or none” basis, and (promptly) forwarding sub- 
scriptions to the issuer, underwriter or other distributor 
of the securities where payment is made through the 
broker or dealer in the form of checks, notes or other 
evidences of indebtedness made payable solely to the dis- 
tributor of the securities. Permitted activities also include 
occasional transactions for the broker's or dealer’s invest- 
ment account, as well as engaging, while acting as an in- 
troducing broker on a fully disclosed basis, in riskless 
principal transactions, and effecting (but not clearing) 
broker transactions on a national securities exchange for 
the account of another member of the exchange. The 
Commission believes that many newly registered and new- 
ly regulated brokers and dealers may wish to consider 
Operating as a “$5,000 broker or dealer” in accordance 
with the provisions of Rule 15c3-1(a)(2). 


Rules adopted pursuant to Section 15(c)(2), #5(c)(3) and 
17(a) of the Act establish a comprehensive financial re- 
sponsibility and reporting program for brokers and deal- 
ers. Municipal securities bank dealers similarly operate 
under regulatory programs maintained by the bank regu- 
latory authorities. Brokers and dealers effecting transac- 
tions solely in municipal securities have not been subject 
to either a Commission program or a bank regulatory 
Program in this area, even though they may hold substan- 
tial quantities of customer funds and securities. Upon re- 
gistration with the Commission, they may join other brok- 
ers and dealers within the ambit of the Securities Investors 
Protection Act of 1970. 8/ These considerations, among 
others, underlie the 1975 amendments to sections 15(c)(2), 
15(c)(3) and 17(a) of the Act, which sections now apply 
to all brokers and dealers, including those effecting trans- 
actions solely in municipal securities. 


In addition, section 15B(b)(2) of the Act grants rulemak- 


ing authority to the Municipal Securities Rulemaking Board. 


The Commission will work with the Board in the develop- 
ment of a sound regulatory program for all brokers and 
dealers effecting transactions in municipal securities. Un- 
til a coordinated program can be formulated and imple- 
mented, the Commission believes that the public interest 
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and the protection of investors require that these brokers 
and dealers become subject to certain of its existing rules, 
and that certain amendments and interpretations to these 
rules be adopted. Accordingly, the Commission publishes 
amendments and interpretations designed to establish a 
brief period of transition and adjustment during which 
these brokers and dealers can prepare to come into com- 
liance with these rules. 


The Commission hereby solicits comments from all inter- 
ested persons and self-regulatory organizations and, in par- 
ticular, the Municipal Securities Rulemaking Board, con- 
cerning the shaping of a comprehensive, permanent fi- 
nancial responsibility and reporting program for brokers 
and dealers effecting transactions in municipal securities. 
The Commission also notes that the offices of the Com- 
mission and the self-regulatory organizations stand ready 
to assist all brokers and dealers in developing programs 
designed to allow them to come into compliance with 
the financial responsibility and reporting rules. 


Assistance for New Registrants 


Brokers and dealers facing financial responsibility regula- 
tion for the first time should note that the National Asso- 
ciation of Securities Dealers (“NASD”) maintains four- 
teen offices throughout the country, that there are the 
offices of the exchanges, and that the Commission main- 
tains a network of Regional and Branch offices which, if 
contacted, may be able to assist these brokers and dealers 
in marshalling their capital and restructuring their opera- 
tions in order to comply with Rule 15c3-1 and related 
rules. In any event, the offices of the NASD and the ex- 
changes, as well as the Commission's offices whose loca- 
tions and phone numbers are set out in the footnote, 9/ 
stand ready to assist brokers or dealers unfamiliar with 
financial responsibility regulation. Brokers and dealers 
engaging in municipal securities transactions who are in 
doubt as to their ability to comply with Rule 15c3-1 

are urged especially to consult with these offices. The 
staff may be able to assist such firms in the formulation 
and implementation of plans designed to insure compli- 
ance with the Rule. 


Amendments and Temporary Amendments to Rule 15c3-1 


Temporary Amendment to and Interpretation of Rule 
15c3-1(g)—Timing of Implementation of the Rule 


Brokers and Dealers Effecting Transactions in Municipal 
Securities 


Rule 15c3-1(g)(1) provides that the minimum net capital 
requirements of paragraph (a) (as well as the provisions 
governing satisfactory subordination agreements in Ap- 
pendix D) become effective on September 1, 1975. This 
subparagraph also provides that until January 1, 1976, 
brokers and dealers may continue to compute aggregate 
indebtedness and net capital in accordance with the re- 
spective capital rules to which the broker or dealer was 
subject prior to September 1, 1975. The net effect of 
these provisions is to allow brokers and dealers to make 
their capital computations in accordance with the’ rule 
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under which they had been operating, for purposes of 
determining compliance with the Rule. These provisions 
were intended to provide a period during which brokers 
and dealers subject to former Rule 15c3-1 or the capital 
rule of an exchange could familiarize themselves with 

the computational modifications required by the uniform 
net capital rule. 


However, section 3(a)(12) of the Act provides that as of 
December 1, 1975 municipal securities lose their former 
status as “exempted securities”. While the computational 
provisions of the uniform net capital rule do not become 
effective until January 1, 1976, firms still computing ag- 
gregate indebtedness and net capital under one of the 
former net capital rules would face unworkable conditions 
for the month of December, 1975, to the extent that they 
engaged in municipal securities transactions. Such brokers 
and dealers thereby would be deprived of much of their 
familiarization period, contrary to the Commission policy 
as embodied in Rule 15c3-1(g)(1). 


The Commission is of the view that all brokers and dealers 
subject to former Rule 15c3-1 sould be afforded an equal 
opportunity to prepare to implement the uniform net 
capital rule, regardless of the nature of their business. 
Accordingly, the Commission amends Rule 15c3-1(g)(1) 
to provide that municipal securities shall be deemed to 

be exempted securities for purposes of computing aggre- 
gate indebtedness and net capital computations pursuant 
to former Rule 15c3-1. 


Text of Amended Rule 15c3-1(g)(1) 

i} 

The text of amended Rule 15c3-1(g)(1) is as follows (new 
matter underscored): 


g(1) On September 1, 1975 the provisions of paragraph (a) 
of this section and Appendix D (17 CFR 240.15c3-1) 

shall be appiicable to all brokers or dealers subject to the 
provisions of this section; provided, however, that until no 
later than January 1, 1976 the computation of aggregate 
indebtedness and net capital may continue to be computed 
pursuant to the respective capital rules to which the broker 
or dealer was subject prior to September 1, 1975. Provided 
further, that for puroses of such computations, municipal 
securities shall be deemed to be exempted securities. 


The Commission expects that the seven national securities 
exchanges which now maintain net capital rules will, in 
accordance with the policy underlying this amendment 

to Rule 15c3-1(g)(1), take a similar position concerning 
their own capital rules. 


Brokers and Dealers Effecting Transactions Solely in Muni- 
cipal Securities 


The interface between Rule 15c3-1(g)(1) and section 3(a) 
(12) of the Act detailed above poses different problems 
in the case of brokers and dealers effecting transactions 
solely in municipal securities, who must register with the 
Commission on or before December 1, 1975, pursuant to 
sections 15(a)(1) and 15B(a) of the Act. While the Com- 
ission, by temporary rules, has exempted these brokers 
and dealers from registration requirements until June 1, 
1976, these temporary rules condition such exemption 


upon compliance with all other applicable provisions of 
the Act and rules thereunder, 10/ including Rule 15c3-1. 
Unless the Commission modifies Rule 15c3-1(g), these 
brokers and dealers would have to calculate aggregate in- 
debtedness and net capital during December pursuant to 
former Rule 15c3-1. Accordingly, during December these 
brokers and dealers would be required to take as much as 

a 30% haircut on all municipal securities held long or short 
in their proprietary or other accounts, pursuant to former 
Rule 15c3-1(c)(2)(iii)(d), as opposed to a maximum of 5%, 
under the uniform rule, which would come into effect in 
January 1, 1976. Such a result would be unintended. More- 
over, those newly registered brokers and dealers wishing 

to compute net capital under the alternative method pro- 
vided by paragraph (f) of the uniform rule would be un- 
able to do so until January 1, 1976; during December 

their only option would be former Rule 15c3-1. 


The Commission is of the view that the protection of in- 
vestors requires that newly registered brokers and dealers 
effecting transactions solely in municipal securities be 
afforded a period of transition and adjustment to the new 
experience of net capital regulation. To this end, the Com- 
mission has found it necessary and appropriate to amend 
paragraph (g) of the uniform net capital rule to provide, 

in a new subparagraph (g)(3), that for the month of De- 
cember, 1975, brokers and dealers effecting transactions 
solely in municipal securities, on written notice to the 
Commission and their Examining Authority, may elect 

to operate under all provisions of the uniform net capital 
rule, as amended by this release. In particular, the Com- 
mission notes that new Rule 15c3-1(g)(3) would allow 
brokers and dealers effecting transactions solely in mun- 
icipal securities to operate under the alternative net capital 
requirement of Rule 15c3-1(f) beginning in December, 
1975. 


Text of Rule 15c3-1(g)(3) 


The text of Rule 15c3-1(g)(3) is as follows (new matter is 
in italics): 


(3) In lieu of the provisions of subparagraph (g)(1) of 
this section, a broker or dealer effecting transactions 
solely in municipal securities who is either registered 
with the Commission or temporarily exempt from such 
registration pursuant to 17 CFR 240.15a-1(T) or 17 
CFR 240.15Ba2-3(T) may elect, on written notice to 
the Commission and such broker's or dealer’s Examin- 
ing Authority, if any, to operate after November 30, 
1975, under Rule 15c3-1, as amended. 


Temporary Amendment to Rule 15c3-1(c)(1){i) - Exclusion 
of Overnight Bank Loans from Aggregate Indebtedness 


In many cases, a purchasing dealer of municipal securities 
will fail to take delivery of the securities on settlement 
date because of delays in issuing instructions to the clear- 
ing bank or broker. Delivery, when made, often occurs 
too late in the day to allow the purchasing dealer to ac- 
complish same day redelivery to a purchaser to whom he 
has resold the securities. In such circumstances, in order 
to pay for the securities delivered to him, the dealer must 
borrow against the securities failed to deliver on an over- 
night basis. 
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A fail to receive offset by a fail to deliver is excluded 
from aggregate indebtedness (Al) pursuant to Rule 15c3-1 
(c)(1)(iii). However, once the securities are received (and 
not redelivered on the same day) and the dealer borrows 
against them, his position is long in fail to deliver and 
short in bank loan. Since these securities are not carried 
long in the proprietary or other accounts of the broker or 
dealer, the indebtedness they secure must be included in 
Al pursuant to Rule 15c3-1(c)(1)(i). 


The list of exclusions from Al presently contained in Rule 
15c3-1(c)(1) is the result of years of study and careful 
consideration. Former Rule 15c3-1(c)(1) had contained 
fewer exclusions, and during the development of the uni- 
form Rule much attention was devoted to the subject of 
further exclusions from Al. Numerous public comments 
urged that the list of exclusions include overnight bank 
loans, as well as many other items, and were carefully 
weighed. 


Under the existing rules of the major national securities 
exchanges 11/ there is a charge to capital for indebted- 
ness collateralized by exempted securities, which would 
include overnight loans collateralized by municipal se- 
curities. The incorporation into the Rule of a similar 
charge to capital, generally, and as regards.municipal 
securities, was weighed and found to be reasonable with 
respect to existing brokers and dealers and did not reflect 
a significant increase in capital requirements. Impact 
studies directed to the overall effect of the Rule specifi- 
cally considered the subject of overnight bank loans. These 
studies reflected the contemplated effect of all proposed 
amendments to the net capital rule upon existing regis- 
tered brokers and dealers, but did not reflect the con- 
templated effect on brokers or dealers effecting transac- 
tions solely in municipal securities. On the basis of impact 
studies and comments, several new and significant items 
were excluded from Al, including deferred tax liabilities, 
credit balances in the accounts of general partners, subor- 
dinated liabilities not the subject of a satisfactory subor- 
dination agreement, liabilities representing the amounts 
on deposit in Special Reserve Bank Accounts, credit bal- 
ances representing amounts payable for money market 
instruments outstanding as long as three days, and fails 

to receive offset by matching fails to deliver. However, the 
Commission determined that exclusion of overnight bank 
loans would eliminate one of the important indicia of a 
broker’s or dealer’s liquidity. The uniform rule as adopted 
appears to represent a more rational test and, in some ways, 
notably the alternative method of computation, represents 
a substantial reduction in capital requirements. 


A difference situation is presented by those firms dealing 
solely in municipals, which will be required to register for 
the first time pursuant to the 1975 Amendments. The Com- 
mission has received public comment to the effect that 
overnight bank loans are so prevalent a practice in the 
municipal securities industry that inclusion of this item 

in Al would be disruptive to newly registered brokers and 
dealers effecting transactions solely in municipal securi- 
ties. These firms largely did not participate in the comment 
process which preceded adoption of the uniform rule, nor 
did they have the benefit of time which would have per- 
mitted an orderly transition to the new rule. The Commis- 
sion is of the view that the public’s compelling interest in 
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the stability of the securities markets requires that brokers 
and dealers effecting transactions solely in municipal securi- 
ties be given a period of transition and adjustment to net 
capital regulation. 


Therefore, in order to allow an orderly transition for these 
firms, the Commission is adopting a temporary amendment 
to the Rule. While the Commission thus finds it necessary 
and appropriate to permit temporarily this exclusion from 
Al, the effect of allowing only some members of the securi- 
ties industry to take overnight bank loans without capital 
consequences mandates that this temporary relief be of a 
short duration. Accordingly, in order to permit these firms 
to make an orderly transition to net capital standards, the 
Commission amends Rule 15c3-1(c)(1)(i) to allow brokers 
and dealers effecting transactions solely in municipal se- 
curities to exclude overnight bank loans outstanding not 
more than one business day from Al for a period of four 
months beginning December 1, 1975 and ending on April 
1, 1976. 


If the clearance and settlement procedures in the munici- 
pals industry are improved, inclusion of the indebtedness 
in Al incurred pursuant to this long-standing practice of 

the municipals industry would be sharply reduced for all 
registrants. 


Text of Amended Rule 15c3-1(c)(1)(i) 


The text of amended Rule 15c3-1(c)(1)(i) is as follows 
(new matter is in italics); deletions [bracketed] ): 


(i) Indebtedness adequately collateralized by securities 
which are carried long by the broker or dealer and which 
have not been sold or by securities which collateralize 

a secured demand note pursuant to Appendix (D) to this 
section 17 CFR 240.15c3-1d; [or] indebtedness adequate- 
ly collateralized by spot commodities which are carried 
long by the broker or dealer and which have not been sold; 
or, until April 1, 1976, indebtedness adequately collater- 
alized by municipal securities outstanding for not more than 
one business day and offset by municipal securities failed 
to deliver of the same issue and quantity, where such in- 
debtedness is incurred by a broker or dealer effecting trans 
actions solely in municipal securities who is either register- 
ed with the Commission or temporarily exempt from such 
registration pursuant to 17 CFR 240.15a-1(T) or 17 CFR 
240. 15Ba2-3(T); 


Temporary Amendments to Rule 15c3-1(c)(2){iv}(C) - 
Receivables Arising From Underwriting Syndicates and 
Joint Accounts 


Most municipal securities underwriting syndicates and joint 
accounts operate on a much more protracted timetable than 
their corporate securities counterparts. Public comments 
indicate that in a municipal note underwriting, the closing 
occurs typically ten days to six weeks, following commence- 
ment of the offering; the closing in municipal bond under- 
writings may take place two weeks to two months after 
the offering commences. Underwriting profits generally may 
be distributed anywhere between six and eighteen weeks 
after the closing, and good faith deposits are retained by 
the syndicate or account manager until profits are distri- 
buted. , 
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Rule 15c3-1 presently does not account for these estab- 
lished practices of the municipal securities industry. Good 
faith deposits outstanding more than eleven business days 
are deducted from net worth pursuant to Rule 15c3-1 
(c)(2)(iv)(C). Receivables from municipal underwriting syn- 
dicates and joint underwriting accounts are, when all se- 
curities are sold, deductable from net worth as “other un- 
secured receivables” under Rule 15c3-1(c)(2)(iv)(E). The 
Commission is of the view that the duration and conduct 
of public offerings of municipal securities may be an ap- 
propriate matter for consideration by the Municipal Se- 
curities Rulemaking Board. Until the Board is able to act, 
the Commission will adopt on a temporary basis certain 
suggestions received from the public. Thus, Rule 15c3-1 
(c)(2){iv)(C) is amended to allow inclusion in net capital 
of receivables arising from municipal securities underwrit- 
ing syndicates and joint underwriting accounts outstand- 
ing ninety days or less from settlement of the underwrit- 
ing with the issuer, until June 1, 1976. Furthermore, 

Rule 15¢3-1(c)(2)(iv)(C) is amended to allow inclusion 

in net capital of good faith deposits arising in connection 
with a municipals underwriting and outstanding ninety 
days or less from settlement of the underwriting with the 
issuer, until June 1, 1976. 


Text of Amended Rule 15c3-1(c)(2)(iv)(C) 


The text of amended Rule 15c3-1(c)(2)(iv)(C) is as follows 
(new matter is in italices; deletions [bracketed] ): 


(C) Interest receivable, floor brokerage receivable, com- 
missions receivable from other brokers or dealers (other 
than syndicate profits which shall be treated as required in 
subsidivision (c)(2)(iv)(E) below), mutual fund concessions 
receivable and management fees receivable from registered 
investment companies, all of which receivables are outstand- 
ing longer than thirty (30) days from the date they arise; 
dividends receivable outstanding longer than thirty (30) 
days from the payable date; [and] good faith deposits 
arising in connection with an underwriting, outstanding 
longer than eleven (11) business days from the settlement 
of the underwriting with the issuer; and, until June 1, 

1976, receivables due from participation in municipal 
securities underwriting syndicates and municipal securities 
joint underwriting accounts which are outstanding longer 
than ninety (90) days from settlement of the underwriting 
with the issuer, and good faith deposits arising in connec- 
tion with an underwriting of municipal securities, outstand- 
ing longer than ninety (90) days from settlement of the 
underwriting with the issuer; 





Amendments to Rule 15c3-1(c)(2)(vi)(B) - Haircuts on 
Municipal Notes 


Rule 15c3-1(c)(2)(vi)(B) provides that certain specified per- 
centage deductions from market value (“haircuts”) shall 

be taken on all municipal securities in the proprietary or 
other accounts of a broker or dealer. Numerous comments 
received from the public stressed that the haircuts on mun- 
icipal notes (defined as municipal securities with maturi- 
ties from date of issue of one year or slightly longer, which 
are issued at par value and pay interest at maturity or are 
issued at a discount) are unduly high. The public pointed 
out that the market behavior of municipal notes is closely 
similar to that of money market instruments such as com- 














mercial paper, certificates of deposit, and bankers’ accep- 
tances, all of witich receive much lower haircuts pursuant 
to Rule 15c3-1(c)(2)(vi)(E). Inasmuch as securities hair- 
cuts are intended as protection against downside market 
risk, the Commission is of the view that some adjustments 
to the haircuts on municipal notes are necessary and appro- 
priate. The haircuts on municipal notes, as amended, are 
set out ‘below. 


Comments from the public also maintained that the hair- 
cuts on municipal bonds are unnecessarily high. However, 
unlike the case of municipal notes, the Commission re- 
ceived no data challenging the validity of statistical com- 
pilations upon which the municipal bond haircuts were 
originally based. 12/ Therefore, the Commission is pre- 
sently not in a position to reduce the haircut on municipal 
bonds. The Commission remains receptive to public com- 
ment and study on this question, however, and would 
welcome further public input pursuant to its request for 
comments set forth later in this release. 


Text of Amended Rule 15c3-1(c)(2)(vi)(B) 


The text of amended Rule 15c3-1(c)(2)(vi)(B) is as follows 
(new matter is in italics; deletions [bracketed] ): 


(B){i) In the case of any municipal security which has a 
scheduled maturity at date of issue of 455 days or less 
and which is issued at par value and pays interest at ma- 
turity, or which is issued at a discount, and which is not 
traded flat or in default as to principal or interest, the 
applicable percentages of the market value on the greater 
of the long or short position in each of the categories 
specified below are: 


(1) Less than 30 days to maturity - 0% 

(2) 30 days but less than 91 days to maturity - 1/8 of 1% 
(3) 91 days but less than 181 days to maturity - 1/4 of 1% 
(4) 181 days but less than 271 days to maturity - 3/8 of 1% 
(5) 271 days but less than 366 days to maturity - 1/2 of 1% 
(6) 366 days but less than 456 days to maturity - 3/4 of 1% 
[(B)] (ii) In the case of any municipal security, other than 
those specified in subdivision (b){i), [as defined in section 
3(a)(29) of the Securities Exchange Act of 1934,] which is 
not traded flat or in default as to principal or interest, the 
applicable percentages of the market value on the greater 

of the long or short position in each of the categories speci- 
fied below are: 

(1) less than 1 year to maturity - 1/ 

(2) | year but less than 2 years to maturity - 2% 

(3) 2 years but less than 5 years to maturity - 3% 

(4) 5 years or more to maturity - 5%. 


Temporary Amendments to Rule 15c3-1(c)(2){(vi){M), 


(f)(3) (iii) - Undue Concentrations 
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Rule 15c3-1(c)(2)(vi)(M) essentially provides that, for 
purposes of computing net capital, an additional deduction 
from net worth equal to one-half the appropriate haircut 
shall be taken agaiist all positions of a broker or dealer in 
the securities of an issuer of a single class or series with a 
value exceeding 10% of tentative net capital. The provision 
does not apply to exempted securities, positions held 
eleven business days or less, positions in equity securities 
not exceeding the greater of 500 shares or $10,000 in 
market value, or debt securities positions not exceeding 
$25,000 in market value. A similar provision, Rule 15c3-1 
(f)(3) (iii), applies to computations under the alternative 
net capital requirement. 


Numerous public comments contended that these provisions, 


if applicable to positions in municipal securities, would 
have an inappropriately severe impact upon firms dealing 
largely or solely in municipal securities. These commenta- 
tors contended that the market risks attending municipal 
securities are a function of interest rate fluctuations and 
thus impact more or less equally on all municipals of sim- 
ilar maturity and quality, regardless of their issuers. It is 
argued that these facts would render inappropriate pro- 
visions designed as downside protection against radical 
changes in the fortunes of single corporate issuers. 


A second line of argument pursued in the comments was 
that present practices in the municipal industry require 
that municipal firms from time to time take positions, 
usually in respect of underwritings, which exceed the 
quantity and time parameters of the undue concentration 
provisions. These provisions, it was contended, penalize 
regular and historically safe practices of the municipal in- 
dustry. 


The Commission is not convinced that the municipal se- 
curities industry should be exempt from all adjustments 

in respect of undue concentrations. This industry, like 
any other, possesses established practices and norms. At 
some point the degree of concentration in a municipal 
dealer’s accounts exceeds that norm which, arguendo, 
might itself exceed what is appropriate for the protection 
of investors and the stability of the securities markets. The 
Commission intends to establish undue concentration re- 
quirements for the municipal securities industry consistent 
with these public policies. However, the Commission is of 
the view that the present undue concentration provisions 
of the Rule may be inappropriate for the municiapl securi- 
ties industry as it currently conducts itself. The Commis- 
sion is willing to provide a transitional period wherein the 
Commission, with the public’s assistance, can explore this 
matter with a view towards determining in what respects 
the municipal securities marketplace is endemically in- 
capable of conforming its positioning practices to those 
current elsewhere in the securities industry. Towards this 
end, the Commission later in this release invites public 
comment and impact studies concerning this question. - 
Meanwhile, the Commission amends Rule 15c3-1(c)(2) (vi) 
(M) and Rule 15c3-1(f)(3)(iii) to provide an exemption of 
six months’ duration for positions in municipal securities. 


Text of Amendments to Rule 15c3-1(c)(2)(vi)(M) and Rule 
15c3-1(#)(3) (iii) 


The following is added to the end of Rule 15c3-1(c)(2) (vi) 
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(M) and Rule 15c3-1(f)(3)(iii) (new matter is in italics): 


Provided further, that until June 1, 1976, this subpara- 
graph shall not apply to municipal securities. 


Temporary Amendment to Rule 15c3-1(c)(2)(xiii) - 
Indebtedness Collateralized by Exempted Securities 


Rule 15c3-1(c)(2)(xiii) provides that a broker or dealer, 
in lieu of including indebtedness secured by exempted 
securities are not carred long by the broker or dealer, 
and that the indebtedness does not represent contra se- 
curities failed to deliver. Since municipal securities lose 
their exempted status on December 1, 1975, this pro- 
vision would no longer be: available to a broker or dealer 
collateralizing its indebtedness with municipal securities. 


Several comments received from the public averred that, 
because of the relatively inefficient clearance and settle- 
ment mechanisms existing with respect to municipal se- 
curities, the unavailability of the subparagraph (c)(2) (xiii) 
option would work an undue hardship. If a broker or deal- 
er carrying municipal securities failed to receive sold them 
to another broker or dealer, the fail to receive, so long 
as it were offset by a long position or a fail to deliver, 
would be excludable from Al pursuant to Rule 15c3-1 
(c)(1) (iii). However, once the securities were received and 
redelivered, draft against payment with immediate credit 
from a bank, the liability on the draft would be includ- 
able in Al. On the other hand, if the securities involved 
were exempted securities, the option afforded by sub- 
paragraph (c)(2)(xiii) would be available for the liability 
on the draft. Commentators observed that transactions 

in municipal securities do not clear and settle efficiently, 
very often leaving brokers or dealers effecting municipal 
transactions in the predicament described above. 


As noted earlier, 14/ the Commission is of the view that 
the employment of efficient mechanisms for the clearance 
and settlement of municipal securities is essential. The 
Commission has also determined that it is necessary and 
appropriate to provide interim transitional relief with 
respect to subparagraph (c)(2)(xiii) until the municipals 
industry improves these procedures. It may well be 
appropriate after further public comment to continue 
this treatment permanently. Accordingly, the Commis- 
sion amends Rule 15c3-1(c)(2)(xiii) to allow brokers and 
dealers to deduct from net worth, until June 1, 1976, 4% 
of their indebtedness collateralized by municipal securi- 
ties. 


Text of Amended Rule 15c3-1(c)(2) (xiii) 


The text of amended Rule 15c3-1(c)(2)(xiii) is as follows 
(new matter in italics): 


(xiii) Deducting, at the option of the broker or dealer, in 
lieu of including such amounts in aggregate indebtedness, 
4 percent of the amount of any indebtedness secured by 
exempted securities or municipal securities not carried 
long in the proprietary or other accounts of the broker or 


dealer or representing exempted securities failed to deliver. 


Provided, with respect to indebtedness collateralized by 
municipal securities that, such option shall be ener 
until June 1, 1976. 
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Amendments to Rule 15c3-1(c)(6) & (7) and Rule 15c3-3 
(a)(1) - Definitions of “Customer” and “Non-Customer” 


J These amendments reflect the Congressional decision to 


regulate dealer banks effecting transactions in municipal 
securities by extending to them the same definitional 
treatment accorded by Rule 15c3-1 to other dealers. Ac- 
cordingly, for purposes of the Rule, all registered munici- 
pal securities dealers would be treated as ‘‘non-customers.” 
The term “municipal securities dealer” is intended to carry 
its statutory meaning as set forth in section 3(a)(30) of 

the Act. An important consequence of these amendments 
is that municipal securities transactions with registered 
dealer banks are no longer customer transactions for pur- 
poses of the Rule’s “fail” provisions. 


A parallel amendment to Rule 15c3-3(a)(1), that rule’s 
definition of “customer,” will result in the exclusion of 
debits and credits arising out of transactions with regis- 
tered municipal securities dealer banks from the Formula 
for the Determination of Reserve Requirements For 
Brokers and Dealers contained in Exhibit A to Rule 
15c3-3, since only “customer debits” and “customer 
credits” are includable in the Reserve Formula. 


Text of Amended Rule 15c3-1(c)(6) & (7) 


The text of amended Rule 15c3-1(c)(6) and (7) is as follows 
(new matter is in italics): 


(6) The term “customer” shall mean any person from 
whom, or on whose behalf, a broker or dealer has received, 
acquired or holds funds or securities for the account of 
such person, but shall not include a broker or dealer or a 
registered municipal securities dealer, or a general, special 
or limited partner or director of officer of the broker or 
dealer, or any person to the extent that such person has 
aclaim for property or funds which by contract, agree- 
ment or understanding, or by operation of law, is part 

of the capital of the broker or dealer. Provided, however, 
that the term “customer” shall also include a broker or 
dealer, but only insofar as such broker or dealer maintains 
a special omnibus account carried with another broker or 
dealer in compliance with 12 CFR 220.4(b) of Regulation 
T under the Securities Exchange Act of 1934. 


(7) The term “‘non-customer” means a broker or dealer, 
registered municipal securities dealer, general partner, 
limited partner, officer, director and persons to the ex- 
tent their claims are subordinated to the claims of cre- 
ditors of the broker or dealer. 


Text of Amended Rule 15c3-3(a)(1) 


The text of amended Rule 15c3-3(a)(1) is as follows (new 
matter is in italics): 


(1) The term “customer” shall mean any person from 
whom or on whose behalf a broker or dealer has received 
or acquired or holds funds or securities for the account 

of such person, but shall not include a broker or dealer, 

or a registered municiap! securities dealer, or a general, 
special or limited partner or director or officer of a broker 
or dealer, or any person to the extent that such person 

has a claim for property or funds which by contract, agree- 


ment or understanding, or by operation of law, is part of 
the capital of the broker or dealer or is subordinated to 
the claims of creditors of the broker or dealer: Prowided, 
however, that the term “customer” shall also include a 
broker or dealer. but only insofar as such broker or dealer 
maintains a special omnibus account carried with another 
broker or dealer in compliance with Section 4(b) of Re- 
gulation T under the Securities Exchange Act of 1934 
(12 CFR Part 220). 


Amendment to Rule 15c3-1(c) - Definition of “Municipal 
Securities” 


This amendment will clarify the numerous references to 
“municipal securities” added to Rule 15c3-1 by this re- 
lease. A new subparagraph, Rule 15c3-1(c)(14), provides 
that this term shall carry the meaning given to it by Sec- 
tion 3(a)(29) of the Act. 


Text of Rule 15c3-1(c)(14) 


The text of Rule 15c3-1(c)(14) is as follows (new matter 
is in italics): 


Municipal Securities 


(c)(14) The term “municipal securities” shall mean those 
securities included within the definition of “municipal 
securities” in Section 3(a)(29) of the Securities Exchange 
Act of 1934. 


Temporary Amendment to Rule 15c3-1(f)(1) - Alternative 
Net Capital Requirement 


The Senate Committee on Banking, Housing and Urban 
Affairs, while reporting favor ably upon the bill which 
became the Securities Acts Amendments of 1975, de- 
clared, as quoted earlier in this release, 15/ that “it may 
not be appropriate to apply the existing net capital rules 

to firms that are solely brokers in municipal securities, 
whose only customers are professional securities dealers 
and banks. The limited risks inherent in this form of 
business may justify less stringent rules without danger 

to the public.”” The Commission’s analysis of comments 
received from the public tends to confirm this congressional 
judgment. These municipal securities brokers appear to re- 
strict their business to the execution of agency transactions 
for other brokers, dealers, and bank municipal securities 
dealers, all of whom are themselves required to register 
with the Commission pursuant to sections 15 and 15B 

of the Act. These municipal securities brokers engage in 

no transactions with the investing public and do not invest 
for their own accounts. All their transactions are clear- 
ed through a bank or clearing service. In light of these facts, 
the Commission arrives at a conclusion similar to that of 
Congress, namely, that it may be unnecessary for the pro- 
tection of investors to subject this special type of munici- 
pal securities broker to the same capital requirements ap- 
plicable to other brokers and dealers. The Commission 

has determined that a minimum net capital requirement 

of $25,000 will provide a sufficient capital cushion to 
municipal securities brokers conducting their business in 
the restricted fashion described above. 


Furthermore, the Commission is of the view that the 
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alternative net capital requirement may be more suitable 
for this special class of brokers effecting transactions solely 
in municipal securities. While the Commission tends to re- 
gard new Rule 15c3-1(f)(1)(b) as the most appropriate re- 
sponse to the considerations raised by Congress and the 
public, it hereby solicits further public comment, especial- 
ly by way of impact study, concerning the appropriate 
capital requirements for these municipal securities brok- 
ers. Accordingly, the Commission adopts Rule 15c3-1(f) 
(1)(b) as a temporary amendment, expiring June 1, 1976. 
Since these restricted municipal securities brokers deal 
only with entities not within the Rule 15c3-3(a) (1) de- 
finition of “customer’’, as amended hereinabove, require- 
ments under Rule 15c3-1(f)(1)(b) based on the Reserve 
Formula are not likely to increase significantly their 
minimum net capital requirements. However, the $25,000 
requirement must be computed in accordance with all 
provisions of paragraph (f), including those incorporating 
certain of the adjustments to net capital required by sub- 
paragraph (c)(2) of the Rule. 


Text of Amended Rule 15c301(f)(1) 


Subparagraph (f)(1) is redesignated (f)(1)(a). The text of 
Rule 15c3-1(f)(1)(b) is as follows (new matter is in italics): 


(b) In the case of a municipal securities broker, as defined 
in section 3(a)(31) of the Securities Exchange Act of 1934, 
who is not exempt from the provisions of 17 CFR 240. 
15c3-3 under the Securities Exchange Act of 1935 pursu- 
ant to subparagraph (k)(1) or (k)(2)(i), and who effects 
transactions only on a payment versus delivery basis with 
other brokers or dealers or municipal securities brokers 
or municipal securities dealers, and who does not hold 
funds or securities for, or owe money to, customers and 
does not otherwise carry accounts of, or for, customers, 
in order to qualify to operate under this paragraph (f) 
such municipal securities broker shall be all times, until 
June 1, 1976, maintain net capital equal to the greater 

of $25,000 or 4 percent of aggregate debit items com- 
puted in accordance with Exhibit A to Rule 15c3-3, 

17 CFR 240.15c3-3a. Provided, that in order to qualify 
to operate under this paragraph (f), such municipal 
securities broker shall notify the Examining Authority 
for such broker or dealer and the Regional Office of the 
Commission in which the broker or dealer has its princi- 
pal place of business, in writing, of its election to oper- 
ate under this provision. Once a municipal securities 
broker has determined to operate pursuant to this sub- 
paragraph (f), he shall continue to do so unless a change 
in such election is approved upon application to the Com- 
mission. 


Rule 15c3-1(c)(2) (vii) - Nonmarketable Securities 


Rule 15c3-1(c)(2)(vii) provides that, for purposes of com- 
puting net capital, a 100% deduction from net worth shall 
be taken against the carrying value of securities in the pro- 
prietary or other accounts of a broker or dealer for which 
there is no ready market. In turn, Rule 15c3-1(c)(11)(i) 
provides in part that a ready market is deemed to exist 
when there exists a recognized established market compris- 
ing independent bona fide offers to buy and sell, so that a 
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price reasonably related to the last sale, or current bid 
and offer quotations, can be determined almost instan- 
taneously. Pursuant to Rule 15c3-1(c)(11)(ii), a ready 
market is also deemed to exist when securities have been 
accepted as collateral for a loan which the broker or 
dealer demonstrates to its Examining Authority is ade- 
quately secured. 





The application of these provisions to the municipal se- 








curities industry was the subject of much public comment. = 
It was pointed out that municipals, which generally are | - 
issued at a denomination of at least $1,000, provide a _— 
lesser number of trading units than corporate equities. The r | 
problem, the comments noted, is further complicated by “ 
the existence of a great number of different issues often R 
involving relatively few trading units, which are issued by : 
thousands of small municipalities, school districts, and the Re 
like. Unlike the bid-ask market in corporate bonds the 
municipals market is a so-called ““work-out”’ market, con- = 
taining too many issues with too many different maturi- r 
ties for a continuous two-sided market to be maintained. inf 
Furthermore, present pricing practices in the municipals ye 
markets are complex and time consuming, involved a ma- 
trix system of credit ratings and time to maturity, evalu- - 
ated by individual traders in light of general market con- is 
ditions. This system often does not result in the’‘almost ew 
instantaneous” quotation or continuous market contem- at 
plated in the Rule. In short, the present structure of the 
municipals marketplace does not resemble the corporate TI 
securities markets on which the marketability provisions pr 
of the Rule were premised. a 
In this release, the Commission requests public comments | { 7] g 
and an impact study concerning the question of what con- ; m 
stitutes a ready market for municipal securities, so that R 
appropriate marketability criteria for municipal securities tr 
can be built into the Rule. In the interim, pending the 1 
forthcoming development of such criteria, the Commission 
by interpretation suspends Rule 15c3-1(c)(2)(vii) as ap- R 
plied to municipal securities not traded flat or in default P, 
as to principal or interest. 
= * = R 
n 
Interpretations With Respect to Other Rules Establishing . 
a Financial Responsibility and Reporting Program for b 
Brokers and Dealers Effecting Transactions in Municipal rn 
Securities - 
The Commission has determined to publish the following : 
interpretations concerning the financial responsibility and f 
reporting requirements for brokers and dealers effecting t 
transactions in municipal securities. C 
t 
Rule 15c2-1 - Hypothecation of Customers’ Securities , 
: 
Rule 15c2-1 defines the term “fraudulent, deceptive, or t 
manipulative act or practice” as used in section 15(c)(2) | 


of the Act to include a broker’s or dealer’s hypothecation | 
of securities carried for the account of customers, as 
defined, under circumstances permitting (1) the com- 

mingling of securities carried for the account of different 
customers without consent, (2) the commingling of se- iF () 
curities carried for the account of customers with non- 
























customer securities held by the broker or dealer pursuant 
to a lien, or (3) the hypothecation of customer securities 
to secure loans exceeding the aggregate indebtedness of 

* all customers in respect of securities carried for their ac- 
counts. 16/ The Commission deems it necessary and 
appropriate to suspend this rule in order to afford brokers 
and dealers effecting transactions solely in municipal se- 
curities a brief transitional period during which they can 
make necessary adjustments to their hypothecation prac- 
tices. Accordingly, the Commission by interpretation sus- 
pends Rule 15c2-1, as applied to brokers and dealers 
effecting transactions solely in municipal securities, until 
January 15, 1976. 


Rule 15c3-2 - Customers’ Free Credit Balances 


Rule 15c3-2 stipulates that a broker or dealer may not 
use, in the operation of his business, free credit balances 
arising out of customer accounts until such broker or 
dealer, in general, has developed adequate procedures for 
informing his customers of his intent to do so. The pro- 
cedures established must ensure that whenever, at least 
every three months, the broker or dealer sends a customer 
astatement of his account, he shall include therewith 
written notice that (a) the cusotmer’s free credit balance 
is not segregated and may be used in the broker's or deal- 
er’s operations, and (b) that the free credit balance is pay- 
able on demand. 


The Commission recognizes that procedures such as these 
presently do not exist in the municipal securities industry 
and, therefore, a brief transitional period may be appropri- 
ate during which time brokers and dealers effecting trans- 

¥ actions solely in municipal securities can study and imple- 
ment Rule 15c3-2. Accordingly, the Commission suspends 
Rule 15c3-2, as applied to brokers and dealers, effecting 
transactions solely in municipal securities, until January 
15, 1976. 


Rule 15c3-3(d) - Requirement to Reduce Securities to 
Possession or Control 


Rule 15c3-3(d) requires brokers and dealers to determine, 
not later than the close of the next business day, the 
quantities of customers’ fully paid and excess margin se- 
curities in his possession or control as of the preceding 
business day. A similar determination is required with 
respect to these fully paid and excess margin securities 
not in the broker’s or dealer’s possession or control. With 
respect to those fully paid securities or excess margin se- 
curities determined not to be in his possession or control, 
Rule 15c3-3(d) requires that the broker or dealer rectify 
the situation by taking prompt steps to secure possession 
or control of such securities, to the extent they are in cer- 
tain specified noncontrol locations. Brokers and dealers 
currently subject to the rule have achieved compliance 
either by taking appropriate steps to reduce securities to 
their possession or control, or by obtaining extensions 
pursuant to Rule 15c3-3(n). 


Commentators have asserted that clearance and settlement 
mechanism in the municipal securities are inefficient and 
impede the reduction to possession or control of fully 

paid paid and excess margin municipal securities, particu- 
larly where a “buy-in” is required. Therefore, the Com- 


mission finds it necessary and appropriate to provide brokers 
brokers and dealers effecting transactions solely in mun- 
icipal securities with a transitional period during which 
these brokers and dealers can adjust their practices in 

order to comply with this provision. Accordingly, the Com- 
mission suspends Rule 15c3-3(d), as applied to brokers 

and dealers effecting transactions solely in municipal 
securities, until January 15, 1976. The Commission be- 
lieves that it may be appropriate for the Municipal Se- 
curities Rulemaking Board to consider possible solutions 

to this problem, particularly insofar as buy-in require- 
ments are involved. 


Rule 15c3-3(m) - Requirement to Complete Sell Orders on 
Behalf of Customers 


Another consequence of the present structure of the mun- 
icipals marketplace is the great difficulty experienced in 
attempting to execute timely “buy-ins” pursuant to the 
provisions of Rule 15c3-3(m). The Commission had pre- 
viously suspended by interpretation this provision as ap- 
plied to municipal securities, 17/ and the Commission 
reaffirms that determination and hereby takes the position 
that this suspension should continue until suitable buy-in 
requirements for municipal securities can be devised. The 
Commission believes that it may be appropriate for the 
Municipal Securities Rulemaking Board to consider pos- 
sible solutions to this problem. 


Rule 17a-3 - Books and Records to be Maintained by 
Brokers and Dealers 


Rule 17a-3 essentially requires that registered brokers and 
dealers shall make and keep current certain specific books 
and records relating to his business. The Commission is 
aware that the present bookkeeping and recordkeeping 
systems of brokers and dealers effecting transactions sole- 
ly in municipal securities may presently constitute records 
which are not as comprehensive as those required in Rule 
17a-3. Furthermore, the Commission recognizes that those 
brokers and dealers may be largely unfamiliar with the re- 
quirements of this rule and, to the extent that their sys- 
tems would have to be modified, they might experience 
great difficulty in digesting and implementing all of the 
rule’s provisions by December 1, 1975. Therefore, the 
Commission finds it necessary and appropriate to provide 
a brief transitional period during which brokers and dealers 
effecting transactions solely in municipal securities can 
both educate themselves concerning the requirements of 
Rule 17a-3, and make those adjustments in their book- 
keeping and recordkeeping systems dictated by the rule’s 
provisions. 


Accordingly, the Commission encourages all brokers and 
dealers effecting transactions solely in municipal securities 
to contact the local NASD district office or the appropri- 
ate Commission regional office, in regard to any questions 
or problems concerning Rule 17a-3. The NASD or the 
Commission will be available to assit these brokers and 
dealers in complying with Rule 17a-3. In addition, for 

the period beginning December 1, 1975 and expiring Jan- 
uary 15, 1976, Rule 17a-3 is interpreted to require brokers 
and dealers effecting transactions solely in municipal se- 
curities to make and keep current books and records suffi- 
cient to demonstate their financial condition, to reflect 
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the receipt and delivery of all funds and securities, and to 
reflect all customer activity. 


During this transitional period, the Commission intends to 
consult and coordinate with the Municipal Securities Rule- 
making Board concerning appropriate books and records 
requirements for brokers and delaers engaging in transac- 
tions in municipal securities. 


Rule 17a-4 - Preservation of Books and Records 


Rule 17a-4 requires the preservation for specified lengths 
of time of the books and records maintained pursuant to 
Rule 17a-3, as well as other documents enumerated in Rule 
17a-4(b), (c) and (d). For the reasons underlying the Com- 
mission’s interpretation of Rule 17a-3, supra, the Commis- 
sion interprets Rule 17a-4, until January 15, 1976, to re- 
quire brokers and dealers effecting transactions solely in 
municipal securities to preserve in an easily accessible 

place those books and records maintained pursuant to Rule 
17a-3 as interpreted herein and such other business records 
required to be preserved by Rule 17a-4. 18/ 


Rule 17a-5(a) - Annual Report on Form X-17A-5 


Rule 17a-5(a)(2)(i)(a) requires brokers and dealers to file a 
report of financial condition on Form X-17A-5 between 
one and five months after their registration becomes effec- 
tive. 19/ 


The Commission recognizes that brokers and dealers effect- 
ing transactions solely in municipal securities have been 
operating under established fiscal years. 


The Commission believes it necessary and appropriate, dur- 
ing the period of transition and adjustment to regulation, 
to avoid the disruptions which might result from the appli- 
cation of this provision. Accordingly, with respect to those 
brokers and dealers effecting transactions solely in munici- 
pal securities, the Commission suspends Rule 17a-5(a) (2) 
(i)(a). The Commission notes, however, that these brokers 
and dealers remain subject to all other provisions of Rule 
17a-5, including those requiring that a certified audit be 
filed during calendar year ‘1976. 


Rule 17a-5(m) & (n) - Statements to Be Furnished Cus- 
tomers 


These provisions of Rule 17a-5 require brokers and dealers, 
with certain exceptions, to furnish their customers at spec- 
ified intervals with data relating to their financial condition, 
including an unconsolidated balance sheet, a statement of 
the firm’s net capital, and unaudited financial statements. 
The Commission believes it appropriate that brokers and 
dealers effecting transactions solely in municipal securities 
should be afforded a brief transitional period in which to 
implement these provisions. Accordingly, the Commission 
by interpretation suspends Rule 17a-5 (m) & (n) as applied 
to brokers and dealers effecting transactions solely in mun- 
icipal securities, until June 1, 1976. However, those firms 
to whom this interpretation applies shall transmit statements 
required by Rule 17a-5(n) to customers as of a date not 
later than July 1, 1976. 


Rule 17a-10 - Report of Income and Expenses 
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Rule 17a-10 requires brokers and dealers to file a report 
of each calendar year’s income and expenses, as well as proc 
related information, on Form X-17A-10, not later than miss 
180 days after the close of each calendar year. to br 
icipa 
Since brokers and dealers effecting transactions solely in note 
municipal securities are not required by statute to register 17a 
with the Commission until relatively late in calendar year 
1975, their 1975 filing would not add significant data for Effe 
calendar year 1975. The burden imposed upon these new 
registrants by the requirements of Rule 17a-10 is, in the The 
opinion of the Commission, inappropriate in light of the of tl 
limited furtherance of this rule’s purposes which would (d)( 
be derived from such filings. Accordingly, the Commission, | '@P 
by interpretation, suspends Rule 17a-10 as applied to to F 
brokers and dealers effecting transactions solely in muni- con 
cipal securities until January 15, 1976. The Commission pub 
notes that this interpretation dispenses with the necessity | POF 
of a Form X-17A-10 filing with respect to calendar year =| _—‘fror 
1975. | The 
| tior 
Rule 17a-11(c) - Supplemental Financial Reporting | sec 
Requirements | dat 
| Der 
Rule 17a-11 requires brokers or dealers in violation of the 
net capital rule to which they are subject to file, at Sta 
specified times and intervals, a telegraphic notice and 
subsequent follow-up reports containing certain finan- Th 
cial and operational data. Rule 17a-11(c) further requires 15 
brokers or dealers whose books and records do not con- cul 
form to the standards of Rule 17a-3 to transmit to the 10 
Commission telegraphic notice of such fact and to take ha 
corrective measures within forty-eight hours after trans- | ‘= 
mittal of such notice. ’ 
Ac 
Rule 17a-11 lies at the core of the Commission’s program are 
for receiving “early warning” of a broker's or dealer's of 
financial difficulties. The important public policy under- pr 
lying this rule mandates only limited transitional modifica- fir 
tions for new registrants. Accordingly, as applied to those er: 
brokers and dealers effecting transactions solely in muni- 
cipal securities, the Commission interprets Rule 17a-11(c) Sc 
to apply, until January 15, 1976, to violations by such 
brokers and dealers of Rule 17a-3 as interpreted herein A 
above. In all other respects, however, such brokers and tr 
dealers remain subject to Rule 17a-11. th 
ac 
Rule 17a-13-Quarterly Security Counts fu 
vi 
Rule 17a-13 requires all brokers and dealers, with certain ar 
limited exceptions, physically to count all securities held in t 
possession, to account for all securities in the broker's or | 
dealer’s control but not in his possession, and to account a 
for all securities which are not in the broker’s or dealer's tl 
possession or control. Other provisions of the rule spec- t! 
ify when and how the results of this security count must 
be recorded on the books and records of the broker or N 
dealer. The rule requires that such security counts be f 
made at least once every fiscal or calendar quarter. | n 
rit 
The Commission is aware that the municipal securities q 


industry has never been required by regulation to make 
frequent security counts. Brokers and dealers effecting 
transactions solely in municipal securities will require a 
brief transitional period in which to adjust to the 
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procedures required by Rule 17a-13. Accordingly, the Com- 
mission by interpretation suspends Rule 17a-13, as applied 
to brokers and dealers effecting transactions solely in mun- 
icipal securities, until January 15, 1976. The Commission 
notes that this will delay the first such count under Rule 
17a-13 to the first fiscal or calendar quarter of 1976. 


Effective Date 


The Commission finds, in accordance with the provisions 
of the Administrative Procedure Act, 5 USC $553(b)(3)(B), 
(d)(3) (1970), that notice and public comment procedure 
respecting these amendments and temporary amendments 
to Rule 15c3-1 and Rule 15c3-3 would be impractical and 
contrary to the public interest, and finds further that the 
public interest requires that these amendments and tem- 
porary amendments become effective less than 30 days 
from the publication of this release, on December 1, 1975. 
These findings are based on the Commission’s determina- 
tion that the maintenance of orderly markets in municipal 
securities requires immediate publication and an effective 
date of these amendments and temporary amendments of 
December 1, 1975. 


Statutory Basis and Competitive Considerations 


These amendments and temporary amendments to Rule 
15c3-1 and Rule 15c3-3 are adopted pursuant to the Se- 
curities Exchange Act of 1934, and particularly sections 
10(b), 15(c)(3), 17(a) and 23(a) thereof. The Commission 
has determined that these amendments and temporary 
mendments impose no burden on competition not neces- 

ry or appropriate in furtherance of the purposes of the 
Act, and that the amendments and temporary amendments 
are necessary and appropriate to implement the provisions 
of the Act, and particularly section 15(c)(3) thereof, to 
provide for the orderly assumption by the Commission of 
financial responsibility regulation of all brokers and deal- 
ers. 


Solicitation of Public Comment 


Although the Commission finds, pursuant to the Adminis- 
trative Procedure Act, that the public interest requires 
that these amendments and temporary amendments be 
adopted, effective December 1, 1975, without notice and 
further public comment, the Commission welcomes the 
views of the public on these amendments, temporary 
amendments, and interpretations expressed in writing prior 
to their effective date and, thereafter, until February 29, 
1976 in order to assist the Commission in its task of initi- 
ating regulation of brokers and dealers effecting transac- 
tions in municipal securities particularly with respect to 
their financial responsibility. 


Moreover, the Commission again solicits public comment 
from interested persons concerning the appropriate capital 
requirements for brokers and dealers effecting transactions 
in municipal securities. In particular, the Commission re- 
quests public comments, including impact studies and 

other appropriate statistical compilations, concerning those 
areas treated by the temporary amendments adopted here- 
in, which will enable the Commission to consider and de- 
velop appropriate capital standards for brokers and dealers 
engaging in municipal securities transactions. In this regard, 





the Commission emphasizes the importance of public 
comment and impact studies germane to the issues of what 
constitutes an undue concentration of municipal securities 
for purposes of subparagraphs (c)(2)(vi)(M) and (f)(3) (iii) 
of the Rule, the contours of a ready market in municipal 
securities, for purposes of subparagraphs (c)(2) (vii), (c)(5) 
and (c)(11) of the Rule, and the appropriate haircuts on 
municipal bonds under subparagraph (c)(2)(vi)(B)(ii) of 
the Rule. 


The Commission further invites the comments of all inter- 
ested persons and self-regulatory organizations, including 
the Municipal Securities Rulemaking Board, concerning the 
appropriate financial responsibility and reporting require- 
ments for brokers and dealers effecting transactions in 
municipal securities. 


Interested persons are invited to submit their views to 
George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, D. C. 
20549, no later than February 29, 1976. Reference should 
be made to File No. S7-603. All comments received will be 
subject to public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Act of June 4, 1975, Pub. L. No. 94-29, 89 Stat. 97. 
2/ S. Rep. No. 75, 94th Cong., 1st Sess. 43 (1974). 
3/ S. Rep. No. 75, 94th Cong., 1st Sess. 48 (1974). 


4/ Securities Exchange Act Release No. 11497 (June 26, 
1975). However, Rule 15c3-1(g)(1) provides that compu- 
tations of aggregate indebtedness and net capital for pur- 
poses of Rule 15c3-1(a) may, until January 1, 1976, be 
made pursuant to the capital rule to which a broker or 
dealer was subject prior to September 1, 1975. This effec- 
tively postponed the effective date of all provisions except 
Rule 15c3-1(a) (minimum net capital requirements) and 
Appendix D (satisfactory subordination agreements) until 
January 1, 1976. 


5/ Securities Exchange Act Release No. 11497, at 4 
(June 26, 1975). 


6/ Securities Exchange Act Release No. 11656 (Sept. 16, 
1975). 


7/ Rule 15c3-1(a)(2)(i)-(vi). 


8/ Municipal securities brokers and dealers registered under 
section 15B(a) of the Act, unlike those registered under 
section 15(b) of the Act, are not required to become mem- 
bers of SIPC. See §3(a)(2) of the Securities Investor Pro- 
tection Act of 1970, 15 U.S.C. §78ccc(a)(2) (1970). Thus, 
registered municipal securities dealers which are banks (or 
separately identifiable departments or divisions of banks), 
as well as exclusively intrastate municipal securities brokers 
and dealers using the jurisdictional means, both of which 
register under section 15B(a), need not join SIPC. 
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9/ New York Regional Office 
26 Federal Plaza 
New York, New York 10007 


Atlanta Regional Office, Suite 138 
1371 Peachtree Street, N. E. 
Atlanta, Georgia 30309 


Chicago Regional Office 





212/264-1614 


404/892-0737 


Everett McKinley Dirksen Bidg., Room 1708 


219 South Dearborn Street 
Chicago, Illinois 60604 


Detroit Branch Office 
1044 Federal Building 
Detroit, Michigan 48226 


Boston Regional Office 
150 Causeway Street 
Boston, Massachusetts 02114 


Miami Branch Office 

Dupont Plaza Center, Suite 701 
300 Biscayne Boulevard Way 
Miami, Florida 33131 


Cieveland Branch Office 

Federal Office Building, Room 899 
1240 East Ninth Street 

Cleveland, Ohio 44199 


St. Louis Branch Office, Room 1452 
210 North 12th Street 
St. Louis, Missouri 63101 


Fort Worth Regional Office 
503 U. S. Court House 
10th and Lamar Streets 
Fort Worth, Texas 76102 


Denver Regional Office 

Two Park Central, Room 640 
1515 Araphahoe Street 
Denver, Colorado 80202 


Los Angeles Regional Office, Suite 1710 


10460 Wilshire Boulevard 
Los Angeles, California 90024 


Seattle Regional Office 
3040 Federal Building 
915 Second Avenue 
Seattle, Washington 98174 


Philadelphia Branch Office 
Federal Building, Room 2204 
600 Arch Street 

Philadelphia, Pennsylvania 19106 


Houston Branch Office 

Federal Office and Courts Building 
Room 7615 

515 Rusk Avenue 

Houston, Texas 77002 
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312/353-7390 


313/226-6070 


617/223-2721 


305/350-5765 


216/522-4060 


314/425-5555 


817/334-3393 


303/837-2071 


213/473-4511 


206/442-7990 


215/ 597-2278 


713/226-4986 









Salt Lake Branch Office 
Federal Reserve Bank Building 
120 South State Street 

Salt Lake City, Utah 84111 801/524-5796 
San Francisco Branch Office 
450 Golden Gate Avenue 

P. O. Box 36042 

San Francisco, California 94102 415/556-5264 
Washington Regional Office 
Ballston Centre Tower 3 
4015 Wilson Boulevard 
Arlington, Virginia 22203 703/557-8201 
Local District Offices of the NASD, as well as the offices 
of the other self-regulators, are also available for consulta- 
tion with their member organizations. 


10/ 17 C.F.R. §240.15a-1(T)(b) (1975); 17 C.F.R. §240. 
15Ba2-3(T)(b) (1975). These temporary rules, which 
expire on June 1, 1976, were adopted in Securities Ex- 
change Act Release No. 11742 (Oct. 15, 1975). 


11/ See Joint Regulatory Report, (New York Stock Ex- 
change; American Stock Exchange; National Association 
of Securities Dealers) (3-1/3% charge to capital). 


12/ E.g., Letter from the National Association of Securi- 
ties Dealers, Inc. to the Commission, March 5, 1973, at 
7 & Attachment C; Letter from the Securities Industry 
Association to the Commission, March 6, 1973, at 9 & 
Exhibit B. 


13/ Section 15(c)(6) of the Act authorizes the Commis- 
sion to make rules, inter alia, with respect to the time and 
method of clearance and settlement of all securities ex- 
cept, inter alia, municipal securities. Section 15B(b)(2)(C) 
of the Act requires that the rules of the Municipal Securi- 
ties Rulemaking Board, at a minimum, shall “be designed 
to ... foster cooperation and coordination with persons 
engaged in regulating, clearing, [and] settling ... transac- 
tions in municipal securities ...."" Section 17A(a) directs 
the Commission to establish a national system for the 
clearance and settlement of transactions in all securities 
except exempted securities, but not excepting municipal 
securities. Section 17A(b)(3)(F) requires that the rules 
of a clearing agency registered with the Commission shall 
be designed, at a minimum, to “promote the prompt and 
accurate clearance and settlement of securities transac- 
tions.” 


14/ See text accompanying note 13 supra. 

15/ See note 4 supra and accompanying text. 

16/ A related provision, Rule 8c-1, applies only to hypo- 
thecation of listed securities. Rule 8c-1 is under review in 


light of the 1975 Act’s amendments to para. 8 of the Act. 


17/ Securities Exchange Act Release No. 10093 (Apr. 10, 
1973). 


18/ The Commission calls attention to the proposed 
amendments to Rules 17a-4, 17a-5, 17a-10, and 17a-20 



























reflecting the proposed adoption of the Focus Report, a 
program to streamline the financial and operational report- 
ing of brokers and dealers. See Securities Exchange Act 
Release No. 11748 (Oct. 16, 1975). 


19/ Proposals to amend Rule 17a-5, in connection with the 
projected adoption of the Focus Report, would eliminate 
this requirement. See note 18 supra. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11855/November 20, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CINCINNATI STOCK EXCHANGE 


The Cincinnati Stock Exchange submitted on November 7, 
1975 a proposed rule change under Rule 19b-4 to auth- 
orize the Board of Trustees of the Exchange to reduce or 
suspend payment of dues by all regular members as cir- 
cumstances warrant. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A) of the Securities Exchange Act 

of 1934. At any time within sixty days of the filing of 
such proposed rule change, the Commission may sum- 
marily abrogate such rule change if it appears to the Com- 
mission that such action is necessary or appropriate in the 
public interest, for the protection of investors, or other- 
wise in furtherance of the purposes of the Securities Ex- 
change Act of 1934. 


Jeubtication of the submission is expected to be made in 
the Federal Register during the week of November 24, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary 
of the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. Re- 
ference should be made to File No. SR-CSE-1975-3. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 1100 L 
Street, N. W., Washington, D. C. Copies of the filing will 
also be available at the principal office of the abovemen- 
tioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11856/November 20, 1975 


In the Matter of 


PACIFIC STOCK EXCHANGE, INCORPORATED 
618 South Spring Street 





Los Angeles, California 90014 
(File No. SR-PSE-75-3) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
PACIFIC STOCK EXCHANGE INCORPORATED FOR 
THE IMPLEMENTATION OF INTERFACES BETWEEN 
PACIFIC SECURITIES DEPOSITORY TRUST COM- 
PANY AND DEPOSITORY TRUST COMPANY AND 
MIDWEST SECURITIES TRUST COMPANY 


The Pacific Stock Exchange, Incorporated (““PSE’’) sub- 
mitted on October 3, 1975, a proposed rule change under 
Rule 19b-4 under the Securities Exchange Act of 1934, 
15 USC 78(s)(the ““Act’’) with respect to the implementa- 
tion of interfaces between Pacific Securities Depository 
Trust Company (““PSDTC”’) and Depository Trust Com- 
pany (“DTC”) and Midwest Securities Trust Company 
(“MSTC”). In accordance with Section 19(b) of the Act 
and Rule 19b-4 thereunder, the rule change was published 
in the Federal Register (40 Fed. Reg. 48740, October 17, 
1975) and the public was invited to submit comments 
until November 7, 1975, Notice of the filing and an invita- 
tion for comments also appeared in the SEC Docket on 
October 9, 1975. (Securities Exchange Act Release No. 
11715). No letters of comment were received. 


As described in Securities Exchange Act Release No. 11715, 
the PSE submission consists of interface agreements for 

the interfaces between PSDTC, DTC and MSTC. The PSE 
requested with respect to the interface agreements, that 

the Commission continue its finding, as set forth in its 
letter of October 22, 1974, pursuant to Paragraph (g) of 
Rules 8c-1 and 15c2-1 under the Securities Exchange Act 
of 1934, that the agreements, provisions and safeguards 
established by PSDTC are adequate for the protection of 
investors. 


The Commission has reviewed the PSE submission and 
finds that the agreements, provisions and safeguards es- 
tablished by PSDTC are adequate for the notification 
of investors. The Commission finds also that the rule 
change is consistent with the provisions of the Act and 
the rules and regulations thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b) 
(2) of the Act, that the rule change referenced above be, 
ahd hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11857/November 20, 1975 


In the Matter of 
PACIFIC STOCK EXCHANGE, INCORPORATED 
618 South Spring Street 

Los Angeles, California 90014 

(File No. SR-PSE-75-4) 
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ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE PACIFIC STOCK EXCHANGE, INCORPOR- 
ATED FOR THE ESTABLISHMENT OF A SATEL- 
LITE FACILITY IN SEATTLE, WASHINGTON 


On October 7, 1975, the Pacific Stock Exchange, Incor- 
porated (“PSE’’) submitted a proposed rule change under 
Rule 19b-4 under the Securities Exchange Act of 1934, 
15 U.S.C. 78(s) (the ‘“Act’’). The rule change was designed 
to enable the Pacific Securities Depository Trust Company 
(“PSDTC”), a wholly owned subsidiary of PSE, to estab- 
lish a satellite facility in Seattle, Washington. In accord- 
ance with Section 19(b) of the Act and Rule 19b-4 there- 
under, the rule change was published in the Federa/ Re- 
gister (40 Fed. Reg. 48740, October 17, 1975), and the 
public was invited to submit comments until November 7, 
1975. Notice of the filing and an invitation for comments 
also appeared in the SEC Docket on October 14, 1975. 
(Securities Exchange Act Release No. 11724). No letters 
of comment were received. 


As described in Securities Exchange Act Release No. 34- 
11724, the PSE submission consists of a plan to establish 
a satellite facility for local brokers and banks for process- 
ing at the San Francisco and Los Angeles offices of 
PSDTC and the Pacific Clearing Corporation (“PCC”). 

In connection with the submission, PSE requested that 
the Commission continue its finding of October 22, 1974, 
pursuant to paragraphs (g) of Rules 8c-1 and 15c2-1 under 
the Act, that the agreements, provisions and safeguards es- 
tablished by PSDTC are adequate for the protection of in- 
vestors. 


The Commission has reviewed the PSE submission and 
finds that the agreements, provisions and safeguards estab- 
lished by PSDTC are adequate for the protection of in- 
vestors. The Commission finds also that the rule change 

is consistent with the provisions of the Act and the rules 
and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b) 
(2) of the Act, that the rule change referenced above be, 
and hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11858/November 20, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST STOCK EXCHANGE 


(File No. SR-MSE-75-2) 

The Midwest Stock Exchange submitted on November 17, 
1975 a proposed rule change under Rule 19b-4 to remove 
certain restrictions and requirements relating to the sale 
of insurance by member firms. 


Publication of the submission is expected to be made in 
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Federal Register during the week of November 24, 1975. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute proceed- 
ings to determine whether the proposed rule change should 
be disapproved, interested persons are invited to submit 
written data, views and arguments concerning the submis- 
sion within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-MSE-75-2. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filing will also be 
available at the principal office of the above mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11859/November 20, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PBW. STOCK EXCHANGE, INC. 


(File No. SR-PBWSE-75-8) 


The PBW Stock Exchange, Inc. (““PBW’’) submitted on 
November 5, 1975 a proposed rule change under Rule 
19b-4 under the Securities Exchange Act of 1934 to 
modify the exercise price intervals which are established 
for options on securities trading between 100 and 200. 
A clarifying amendment to the proposal was submitted 
on November 18, 1975. Under the present policies of 
PBW, exercise prices are generally fixed at 5 point inter- 
vals for securities trading below 50, 10 point intervals 
for securities trading between 50 and 100, 20 point inter- 
vals for securities trading above 100, and 25 point inter- 
vals for securities trading above 200. 


The effect of the policy change referred to above would 
be to fix exercise prices at 10 point intervals for securi- 
ties trading between 100 and 200. 


The PBW proposal presents the proposed rule change as 
an amendment to its policies which would conclusively 
establish the above exercise price intervals for options 
traded on PBW. 


PBW has stated its opinion that the proposed rule change 
will benefit investors by permitting the setting of exercise 
prices of options closer to the market price per share at 
which the underlying stock is traded in the primary mar- 
ket. 


All of the securities presently underlying options traded on 
PBW have market prices under 100, so adoption of the 
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proposed rule change would not immediately result in 
expansion of the number of series of options traded on 
PBW. 


Publication of the submission is expected to be made in 
the Federal Register during the week of November 24, 
1975. Interested persons are invited to submit written 

data, views and arguments concerning the submission 
within 25 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-PBWSE-75-8. 


Copies of the submission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 

N. W., Washington, D. C. Copies of the filings will also be 
available at the principal office of PBW Stock Exchange, 
Inc. 


For the(Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT 
Release No. 11860/November 20, 1975 


The Commission wishes to express its support for President 
Ford’s strong statement reiterating the United States’ pol- 
icy of opposition to discriminatory practices against United 
States citizens or businesses resulting from foreign boy- 
cotts. Any such discriminatory practices in areas of com- 
merce subject to regulation by the Commission will be 
viewed as a most serious matter. 


Earlier this year, it was reported in the press that some 
investment bankers were attempting to condition their 
participation in certain underwriting syndicates, organ- 
ized to distribute securities to the public, on the exclu- 
sion of some firms on religious or ethnic grounds. In re- 
sponse to these reports, the Commission and the National 
Assocition of Securities Dealers, Inc. (““NASD’’) com- 
menced a program to monitor practices in the securities 
industry in order to determine whether such discrimina- 
tory practices, in fact, were occurring. 


The inquiry revealed that some firms apparently had 
been excluded, on a discriminatory basis, from offer- 
ings of securities in certain foreign countries. However, 
United States investment bankers, following the best 
traditions of the securities industry, appear to have re- 
sisted attempts to implement such discriminatory prac- 
tices in connection with offerings of securities in this 
country. 


Nevertheless, because the Commission strongly believes 
that any future attempts to implement such discrimina- 
tory practices, in connection with the purchase or sale 
of securities, would be contrary to the public interest 





and the protection of investors, the Commission and the 
NASD will continue to monitor underwriting syndicates 
for any evidence of such practices. The formation by invest- 
ment banking firms, or their affiliates, subject to regulation 
by the Commission, of syndicates to distribute securities in 
the United States or aborad, the composition of which re- 
flects such attempts, would be inconsistent with just and 
equitable principles of trade, and may raise questions as 

to the fairness of the markets in which such practices oc- 
cur. Such activities could subject those involved to NASD 
disciplinary proceedings or appropriate action by the Com- 
mission. 


Accordingly, persons who seek capital from the investing 
public, as well as those engaged in the business of effect- 
ing any such undertaking — including brokers or dealers, 
investment bankers and investment advisers — should be 
aware that the Commission and the securities industry’s 
self-regulatory organizations are prepared to exercise 
their full authority to proscribe participation in such 
discriminatory activities. 








PUBLIC UTILITY HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19243/November 14, 1975 


See Securities Act of 1933 Release No. 5644/November 
14, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19244/November 14, 1975 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10022 


(70-5742) 


ORDER AUTHORIZING HOLDING COMPANY TO 
ACT AS SURETY FOR SUBSIDIARY COMPANY 


Allegheny Power System, Inc. (“APS”), a registered 
holding company, has filed a declaration and an 
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amendment thereto with this Commission pursuant to 
Sections 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“‘Act”’) and Rule 45 promulgated 
thereunder regarding the following proposed transac- 
tion. 


APS proposes to act as surety for its electric utility sub- 
sidiary company, The Potomac Edison Company (‘‘Po- 
tomac”), in connection with a certain Potomac rate 
proceeding now pending before the West Virginia Pub- 
lic Service Commission (“state commission”). Potomac 
has filed tariffs with the state commission containing a 
revision of rates and charges. The state commission has 
suspended these tariffs until November 26, 1975, and 
has commenced an investigation into the reasonable- 
ness thereof. No final order has been issued by the 
state commission in this matter and the state commis- 
sion investigation is continuing. 


APS will act as surety for Potomac in such amount as 
shall be determined by the state commission for 
prompt refund by Potomac of the amounts filed with 
the state commission on June 30, 1975. The amount 
of the bond will not exceed $4,500,000, which is the 
estimated additional annual revenue that the new 

rates will provide. In the event the amount of the bond 
ordered by the state commission shall exceed that 
amount, APS will not execute the bond without a 
further order of this Commission. 


The fees and expenses to be paid in connection with 
the proposed transaction, including legal fees, are es- 
timated not to exceed $2,200. It is stated that aside 
from the rate proceeding described herein, no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19205), and no hearing has 
been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted 
to become effective: 


IT iS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said declar- 
ation, as amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19245/November 14, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
Two Eighty Park Avenue 
New York, New York 10017 


MISSISSIPPI POWER & LIGHT COMPANY 
ARKANSAS POWER & LIGHT COMPANY 
ARKANSAS-MISSOURI POWER COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE, INC. 
MIDDLE SOUTH ENERGY, INC. 


(70-5399) 


NOTICE OF POST-EFFECTIVE AMENDMENT 
REGARDING PROPOSED INCREASE IN AUTH- 
ORIZED BANK BORROWINGS 


NOTICE IS HEREBY GIVEN that Middle South Util- 
ities, Inc. (“MSU”), a registered holding company, its 
wholly-owned subsidiary, Midd!e South Energy, Inc., 
(“MSE”), which has been organized to construct and 
own electric generating facilities for the MSU System, 
and MSU’s above-named principai operating subsidi- 
aries have filed with this Commission a post-effective 
amendment to the application-declaration in this pro- 
ceeding pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’) regard- 
ing the following proposed transactions. All interest- 
ed persons are referred to the amended application- 
declaration for a complete statement of the proposed 
transactions. 


By order in this proceeding dated June 4, 1974 (HCAR 
No. 18437), MSE, among other things, was authorized, 
pursuant to a Bank Loan Agreement with Manufactur- 
ers Hanover Trust Company, as agent, and a orcup of 
banks (“Original Banks”), to issue and sell through 
December 31, 1979, up to $308,500,000 of notes ma- 
turing December 31, 1982, for the purpose of design- 
ing and constructing the Grand Gulf Nuclear Electric 
Station project. In accordance with such order, MSE 
has as of October 31, 1975 borrowed $126,500,000 
from the Original Banks. 


To enable MSE to continue construction of the Grand 
Gulf Project and for the other designated purposes, 
MSE now intends to amend the terms of the Bank 
Loan Agreement and proposes to issue and sell its notes 
thereunder. The Bank Loan Agreement will be amend- 
ed to add certain banks (“Additional Banks’’) to the 
banks which are presently parties to such agreement. 
In addition, one Original Bank, Continental Illinois 
National Bank and Trust Company of Chicago, will 
increase its commitment from $40,000,000 to $50,- 
000,000. The commitments of the Original Banks will 
otherwise remain unchanged. The names of the Addi- 
tional Banks and their commitments are as follows: 

















Cleveland Trust $10,000,000 
First Pennsylvania Bank, 

N. A. $10,000,000 
First Union National Bank 

of North Carolina $ 5,000,000 
Industrial National Bank $ 5,000,000 
The National Shawmut Bank $ 5,000,000 


The aggregate commitment under the Bank Loan 
Agreement, as it is to be amended, will thus be in- 
creased by a total of $45,000,000, from $308,500,000 
to $353,500,000. In all other respects the transactions 
will remain unchanged. 


It is represented that no State or Federal commission, 
other than this Commission, has jurisdiction over the 
proposed issue and sale of notes. No fees and expenses 
were incurred in connection with the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 9, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effec- 
tive amendment to the application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At 

any time after said date, the application-declaration, 
as now amended or as it may be further amended, 

may be granted and permitted to become effective 

as provided in Rule 23 of the General Rules and Re- 
gulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other ac- 
tion as it may deem appropriate. Persons who request 
a hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19246/November 14, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-5745) 


ORDER APPROVING PROPOSED ISSUE AND SALE 
OF FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Georgia Power Company (’’Georgia’’), an electric utility 
subsidiary company of The Southern Company (“South- 
ern”), a registered holding company, has filed an appli- 
cation and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (““Act’’) and Rule 50 promul- 
gated thereunder as applicable to the following pro- 
posed transaction. 


Georgia proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the 
Act, up to $100,000,000 principal amount of its 

Frist Mortgage Bonds, % Series. The proposed series 
of bonds will bear a maturity date within the range of 
5 to 30 years, such maturity date will be determined 
by Georgia after the date of public invitiation for pro- 
posals. The interest rate and the price, exclusive of 
accrued interest, to be paid to Georgia (which will be 
not less than 98% nor more than 102-3/4% of the prin- 
cipal amount thereof) will be determined by the com- 
petitive bidding. The bonds will be issued under an 
Indenture, dated as of March 1, 1941, between Georgia 
and Chemical Bank, as Trustee, as heretofore supple- 
mented and as to be further supplemented by a Supple- 
mental Indenture to be dated as of December 1, 1975, 
which includes a prohibition until December 1, 1980, 
against refunding the bonds with or in anticipation of 
the proceeds from borrowings at a lower effective in- 
terest cost. Georgia further states that it may provide 

a mandatory sinking fund for the benefit of the bonds, 
commencing not earlier than December 1, 1981, cal- 
culated to retire 100% of the issue by maturity. The 
determination of such mandatory sinking fund, if any, 
will be made at the time that the maturity date of the 
bonds is determined. 


Georgia will apply the proceeds from the sale of the 
bonds, together with (1) cash contributions to capi- 
tal of $86,000,000 by Southern during 1975 (File 
No. 70-5630), (2) the proceeds from the sales of 
certain properties to Oglethorpe Electric Membership 
Corporation (File Nos. 70-5592, 70-5658 and 70- 
5696), (3) proceeds from the sale of $100,000,000 
principal amount of first mortgage bonds and 3,000,- 
000.shares ($75,000,000) of preferred stock earlier 
in 1975, (4) funds provided through the issuance of 
tax-exempt revenue bonds by public authorities for 
construction of certain pollution control facilities 
for Georgia, and (5) any excess cash on hand to 
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finance in part its 1975 construction program (estimated 
at $473,751,000), to pay notes payable in the form of 
bank notes and commercial paper notes incurred for con- 
struction purposes and for other lawful purposes. Geor- 
gia estimates that it will not be necessary to sell any ad- 
ditional securities in 1975 for construction purposes 
except for commercial paper and short-term notes. 
Georgia estimates that upon successful consummation 
of its program for sale of long-term securities during 
1975, no notes payable will be outstanding at Decem- 
ber 31, 1975. 


The Commission has issued an order (HCAR No. 19037) 
giving Georgia authority to issue and sell, through 

March 31, 1976, short-term notes to banks and dealers 
in commercial paper up to $140,000,000 at any one 
time outstanding. 


It is stated that the Georgia Public Service Commission 
has authorized the proposed issuance and sale of the 
bonds by Georgia. It is further stated that no other 
State commission and no Federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. The fees and expenses to be incur- 
red in connection with the transaction are estimated 
at $179,000 including legal fees of $40,000 and ac- 
counting fees of $5,800. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19216), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19247/November 18, 1975 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 
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DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 19899 


(70-4397) 


ORDER AUTHORIZING PROPOSED CHANGES IN 


TERMS OF GUARANTEES OF LOAN TO UNAFFILI- 


ATED COAL SUPPLIER 


Jersey Central Power & Light Company (“JCP&L”’), 
an electric utility subsidiary company of General 
Public Utilities Corporation, a registered holding 
company, and Delmarva Power & Light Company 
(‘Delmarva’), a combination gas and electric utility 
company and a registered holding company, have 
filed third and fourth post-effective amendments to 
their declaration previously filed with this Commis- 
sion pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”’) re- 
garding the following proposed transactions. 


JCP&L and Delmarva own, as tenants in common, 
with five other nonassociated utility companies, an 
electric generating station known as the Keystone 
Steam Electric Station (“Keystone”), which is lo- 
cated in the vicinity of Johnstown, Pennsylvania. 
The owners each have an interest, proportionate to 
their ownership, in the electric energy output of 
Keystone. Keysteon is adjacent to certain coal lands 
of Rochester Pittsburgh Coal Company (“R&P”), 

a nonaffiliated company, which is the principal sup- 
plier of Keystone’s coal requirements. 


By Commission orders dated August 1, 1966, 

April 19, 1972 and December 29, 1972 (HCAR 

Nos. 15533, 17548 and 17835), JCP&L and Del- 
marva were authorized to guarantee a portion of 
certain borrowings to be made by R&P. R&P was 

to use the proceeds of these loans in order to finance 
the operation and development of the coal mines de- 
dicated to supplying coal to Keystone. These borrow- 
ings are secured by a mortgage from R&P to Manu- 
facturers Hanover Trust Company dated as of July 29, 
1966 (“mortgage”). 


R&P now proposes to enter into a lease (‘‘lease’’) of 
certain coal mining equipment from General Elec- 
tric Credit Corporation (“GECC”’). In connection 
with the proposed lease, the Keystone owners, includ- 
ing JCP&L and Delmarva, have been requested (i) to 
approve the subordination of the mortgage lien to 
the rights of GECC to monthly rental payments 
under the lease, (ii) to agree that R&P may assign all 
its right to payments from the Keystone owners pur- 
suant to the Keystone Coal Sales Agreement dated 
January 1, 1972 (“CSA”) to secure the obligations 

of R&P under the lease, and (iii) to agree that if 

R&P should fail to make rental payments under the 
lease, that the Keystone owners will pay directly to 
GECC amounts due to R&P as a “cost of production” 
under the CSA. 


It is contemplated that various items of the equip- 
ment will be leased for terms of 8 years, commencing 
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in years 1975 - 1977 and expiring during 1983 - 1985. 
Total rental payments under the lease are expected to 
be approximately $8,930,000 and are not expected to 
exceed approximately $1,116,000 annually, provided 
that such amounts will be adjusted if GECC is unable 
to take a 10% investment tax credit or accelerated 
depreciation on the leased equipment and upon changes 
in the prime lending rate. Excluding any such adjust- 
ments, JCP&L’s share of the cost of production pay- 
ments under the CSA representing rentals under the 
lease will be approximately $1,489,000 in total and 
no more than $186,000 in any year, and Delmarva’s 
share will be approximately $330,000 in total and no 
more than $41,000 in any year. 


The Board of Public Utility Commissioners of the State 
of New Jersey has authorized the continuance of the 
guarantees as affected by the proposed transaction. 

No other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration, as amend- 
ed by said post-effective amendments, has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19221), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers 
that said declaration, as amended by said post-effec- 
tive amendments, be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said de- 
claration, as amended by said post-effective amend- 
ments, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19248/November 18, 1975 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 74101 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


(70-5736) 


ORDER AUTHORIZING PROPOSED CAPITAL CON- 
TRIBUTION BY HOLDING COMPANY TO SUBSIDI- 
ARY 


Central and South West Corporation (“CSW”), a regis- 
tered holding company, Public Service Company of 
Oklahoma (“PSO”), a CSW subsidiary electric utility 
company, and Transok Pipe Line Company (“Tran- 
sok’’), a subsidiary pipe line company of PSO, have 
filed an application-declaration, and an amendment 
thereto, with the Commission pursuant to Sections 
6(a), 7, 9, 10 and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act’’) and Rule 43 promul- 
gated thereunder regarding the following proposed 
trnasactions. 


CSW proposes to make a $5,000,000 capital contribu- 
tion to PSO. CSW’s equity capital presently in PSO 
amounts to $185,375,000 (including earned surplus) 
and this will be increased to $190,375,000 by the 
capital contribution. 


PSO expects to make the following construction ex- 
penditures in 1975 and 1976 and the capital con- 
tribution is to be used toward those purposes: 





1975. 1976 Total_ 
Generation $51,000,000 $57,000,000 $108,000,000 
Transmis- 
sion 6,000,000 6,000,000 12,000,000 
Distribution 
and other 13,000,000 16,000,000 29,000,000 
Total $60,000,000 $79,000,000 $139,000,000 


The application also requests authority for PSO and 
Transok to acquire interests in fuel acquisition and 
development activities aggregating about $88,000,000 
during 1975 - 1977. However, it is stated that PSO 
needs the $5,000,000 capital contribution prior to 
November 30, 1975, for construction costs and it is re- 
quested that this capital contribution request be con- 
sidered separately from the fuel activities to permit 
prompt action on the capital contribution. 


Due notice of the filing of said application-declara- 

tion has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 19222), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of facts in the record, it 

is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
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and consumers that said application-declaration, as 
amended, be granted and permitted to become effec- 
tive in so far as it relates to the proposed capital con- 
tribution. 


IT tS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said appli- 
cation-declaration, as amended, be, and it hereby is, 
granted and permitted to become effective forthwith 
in so far as it relates to the proposed capital contri- 
bution, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act and subject 
further to the reservation of jurisdiction ordered be- 
low. 


IT iS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved with respect to the proposed ac- 
quisition of interests in fuel acquisition and develop- 
ment activities by PSO and Transok. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19249/November 18, 1975 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(70-5444) 


SUPPLEMENTAL ORDER APPROVING EXTENSION 
OF TIME TO COMPLETE AUTHORIZED POLLUTION 
CONTROL FINANCING 


Delmarva Power & Light Company (“Delmarva”), a re- 
gistered holding company, has filed with the Commission 
a third post-effective amendment to its application-de- 
claration filed in this proceeding pursuant to Sections 
6(a), 7, 9(a)(1), 10, and 12(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 44 
(b)(3) and 50 promulgated thereunder regarding the 
following proposed transactions. 


By orders dated January 30, 1974, December 26, 1974 
and May 22, 1975 (HCAR Nos. 18270, 18735, and 
18997), the Commission authorized Delmarva, among 
other things, to enter into an agreement with the York 
County Industrial Development Authority (‘Author- 
ity”), an instrumentality of the Commonwealth of 
Pennsylvania, under which the Authority would under- 
take the financing of certain pollution control facilities 
(“Facilities”) of two nuclear electric generating units 


478/SEC DOCKET 





(“Units’’) being constructed at the Peach Bottom 
Atomic Power Station in York County, Pennsylvania. 
Delmarva holds, as a tenant in common with three 
other nonaffiliated electric utilities, an undivided 7.51% 
interest in the Units. 


The Authority, upon the request of each tenant com- 
pany, will finance the Facilities through the sale, 
separately in respect of the portion of the Facilities’ 
costs attributable to such company, of the Authority's 
Pollution Control Revenue Bonds (“Bonds”) in one or 
more series, at the time, in the amounts, at the inter- 
est rates and for prices approved by that company. The 
maximum aggregate principal amount of Bonds pro- 
posed to be issued in respect of Delmarva is $11,000,- 
000, which were to be issued not later than December 
31, 1975. 


Delmarva now requests that the time within which such 
Bonds may be issued be extended from December 31, 
1975, to December 31, 1976. It is stated that the ad- 
ditional time is necessary since the Internal Revenue 
Service has not yet acted upon the application of the 
Authority and the companies that the interest on the 
Bonds be declared exempt from Federal income tax- 
ation. In all other respects, the transactions heretofore 
authorized and described in the above mentioned Com- 
mission orders remain unchanged. 


The proposed transactions have been authorized by the 
Public Service Commission of the State of Delaware. 
No other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposals. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said amended 
application-declaration, as further amended by said 
post-effective amendment, be, and it hereby is, grant- 
ed and permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 

24 promulgated under the Act. 


IT iS FURTHER ORDERED that jurisdiction be, 
and hereby is, reserved with respect to (i) the install- 
ment-payment obligation to be undertaken by Del- 
marva pursuant to the proposed Agreement between 
Delmarva and the Authority and (ii) the interest rate 
to be borne by Delmarva’s Notes issued as security 
for the Bonds, insofar as the foregoing matters are 
affected by the effective interest rate or rates of the 
Bonds to be sold by the Authority in connection with 
the transactions proposed in this proceeding. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 




















PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19250/November 18, 1975 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P.O. Box 1111 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
85 North Main Street 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-5765) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
BY HOLDING COMPANY AND SUBSIDIARY COM- 
PANIES TO BANKS AND OPEN ACCOUNT ADVANCES 
BY HOLDING COMPANY TO ONE SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (“‘EUA”), a registered holding company, 
and its four electric utility subsidiary companies, 
Blackstone Valley Electric Company (‘‘Blackstone”’), 
Brockton Edison Company (“Brockton”), Fall River 
Electric Light Company (“Fall River’’) and Montaup 
Electric Company (‘“Montaup”’) have filed a declara- 
tion with this Commission pursuant to the Public Util- 
ity Holding Company Act of 1935 (“‘Act”’), desig- 
nating Sections 6(a), 7, 12(b), 12(c) and 12(f) of the 
Act and Rule 45(a) promulgated thereunder as appli- 
cable to the proposed transactions. All interested per- 
sons are referred to the declaration, which is summar- 
ized below, for a complete statement of the proposed 
transactions. 


During the period ending December 28, 1976, EUA, 
Blackstone, Brockton, Fall River, and Montaup propose 
to issue and sell short-term, unsecured promissory notes 
to banks, and in the case of Fall River to also receive 
open account advances from EVA, in the maximum 
aggregate amounts to be outstanding at any one time 

as shown below: 





Aggregate 

from Banks 
Company ~ From Banks From EVA and EUA 
EVA $23,100,000 _'~=«—------ $23,100,000 
Blackstone 3,300,000 =—s«------ 3,300,000 
Brockton 9,900,000 _=—és«r----- 9,900,000 
Fall River 5,750,000 $1,700,000 7,450,000 
Montaup 35,400,000 =és«C™----- 35,400,000 


The notes to banks wili be dated as of the date of issu- 
ance, will mature no later than December 28, 1976, and 
will be prepayable in whole or in part without penalty. 
It is represented that some of the lending banks will re- 
quire compensating balances and that others will not. 
With respect to notes for which a 20% compensating 
balance is required, the notes will bear interest at not 

in excess of the prime or base rate in effect on the date 
of issuance plus % of 1%; if the compensating balance 

is 15%, the notes will bear interest at up to the prime or 
base rate plus % of 1% multiplied by 106%%; if the com- 
pensating balance is 10%, the notes bear interest at up 
to the prime or base rate plus % of 1% multiplied by 
112%%. With respect to such notes for which no com- 
pensating balance is required, the notes will bear inter- 
est at varying rates up to a maximum effective rate 
derived from the prime or base rate plus % of 1% to- 
gether with an assumed compensating balance of 20%. 
Assuming a prime or base rate of 742%, the maximum 
effective rate of interest would be 9.68%. 


With respect to open account advances by EUA to Fall 
River, the advances will be made at not in excess of the 
prime or base rate at The First National Bank of Boston 
in effect on the date of the advance. A compensating 
balance of not in excess of 20% of such advance will be 
maintained at the bank by Fall River. Assuming a prime 
or base rate of 714%, the maximum effective rate of in- 
terest on the advances to Fall River would be approxi- 
mately 9.4%. 


It is stated that the proceeds from the proposed notes 
and advances will be used to meet cash requirements 
for construction, to provide funds for investment in sub- 
sidiaries and for compensating balances with lending 
banks through December 28, 1976, and to pay out- 
standing short-term loans. On December 30, 1975, 
Blackstone, Brockton, Fall River and Montaup expect 
to have outstanding short-term loans of $2,200,000, 
$6,300,000, $7,200,000 and $20,000,000, respective- 
ly. EUA expects to have outstanding short-term notes 
of $20,000,000 on December 30, 1975. 


It is proposed that Fall River may prepay an advance 
from EUA with the proceeds of notes issued to banks. 
If the interest rate on a note issued to a bank for the 
purpose of obtaining funds to repay an advance from 
EUA shall exceed the rate on the advance being repaid, 
EUA shall reimburse or credit Fall River for the added 
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interest required for the term of the note so issued. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. The fees and 
expenses to be incurred in connection with the pro- 
posed transactions are to be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 15, 1975, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hear- 
ing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an attor- 


ney at law, by certificate) should be filed with the request. 


At any time after said date, the declaration, as filed or as 
it may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act or the Commission may grant exemption 
from rules as provided in Rules 20(a) and 100 thereof 

or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 

a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19251/November 18, 1975 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


(70-5748) 


ORDER APPROVING PROPOSED ISSUE AND SALE 
OF PREFERRED STOCK AT COMPETITIVE BIDDING 


Gulf Power Company (“Gulf”), an electric utility subsidi- 
ary company of The Southern Company, a registered 
holding company, has filed an application-declaration 
and amendments thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 7 and 12(c) of the 
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of the Act and Rules 42 and 50 promulgated there- 
under as applicable to the following proposed trans- 
action. 


Gulf proposes to issue and sell, subject to the compe- 
titive bidding requirements of Rule 50 under the Act, 
150,000 shares of its % Cumulative Preferred Stock, 
par value $100 per share. The dividend rate of the pre- 
ferred stock (which shall be a multiple of 0.04%) and 
the price to be paid to Gulf (which shall be not less 
than $100 nor more than $102.75 per share) will be 
determined by the competitive bidding. The terms 

of the preferred stock include a prohibition until De- 
cember 1, 1980, against refunding the stock, directly 

or indirectly, with funds obtained from the issuance 

of debt securities at a lower effective interest cost or 

of preferred stock ranking equally with or prior to the 
new preferred stock at a lower effective dividend cost. 
Gulf also proposes to make provision for a cumulative 
sinking fund which would retire annually not more than 
5% of the number of shares initially issued, commencing 
five years after the sale, with the nocumulative option 
on any sinking fund date of redeeming an additional 
like number of shares. The proceeds from the sale of the 
preferred stock and $1,750,000 of additional equity 
funds received from The Southern Company during 1975 
(see HCAR No. 18924), together with its cash on hand 
in excess of operating requirements, interest and divi- 
dends, will be used by Gulf to finance its 1975 construc- 
tion program, (estimated at $34,601,000) to pay short- 
term promissory notes payable in the form of bank notes 
and commercial paper notes incurred for such purpose. 


It is stated that the issuance and sale of the preferred 
stock has been expressly authorized by the Florida 
Public Service Commission and that no other State 
commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. The fees and expenses to be incurred in 
connection with the proposed transaction are estimated 
at $95,000, including legal fees of $18,000 and account- 
ing fees of $24,500. Fee of counsel for the underwriters 
is estimated at $12,000 and will be paid by the success- 
ful bidders. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19217), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 














| 





Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19252/November 18, 1975 


in the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(70-5746) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK THROUGH DIVIDEND REINVEST- 
MENT AND COMMON SHARE PURCHASE PLAN 


Delmarva Power & Light Company (“Delmarva”), a re- 

gistered holding company, has filed a declaration and 

an amendment thereto with this Commission pursuant 

to Sections 6(a) and 7 of the Public Utility Holding 

Company Act of 1935 (“Act’’) regarding the following 
1] proposed transaction. 


Delmarva proposes to issue and sell up to 300,000 
shares of its common stock, par value $3.37-1/2 per 
share, to the holders of record of its outstanding com- 
mon stock. Such new shares will be issued through a 
voluntary dividend reinvestment and common share 
purchase plan (“Plan’’), under which shareholders 
may elect to invest regular cash dividends and/or 
optional cash payments of between $25 and $3,000 
per quarter in such additional shares. It is stated that 
the purchase price will be the average of the highest 
and lowest prices on the New York Stock Exchange 
on the pricing date, which will normally be the last 
day of the month. The net proceeds from the sale of 
shares pursuant to the Plan, assuming all shares are 
sold at $11.00 per share, will amount to $3,300,000 
and will be applied to Delmarva’s construction pro- 
gram. 


The Plan will be administered by BT Bradford Stock 
Service, Inc., an affiliate of Bankers Trust Company 
of New York (““Bank”’), which will serve as agent 

for the Plan participants. All shares purchased will be 
held for the exclusive benefit of the Plan participants. 
All record holders of De!marva’s outstanding common 
stock are eligible to participate in the Plan and may 
join by executing an authorization form and returning 
it to the Bank. A participant may withdraw from the 
Plan at any time upon giving written notice to the 
Bank. Upon withdrawal, certificates for whole shares 
credited to a participant’s account will be issued and 

a cash payment will be made for any fractional share. 


It is stated that all costs for administering the Plan will 
be paid by Detmarva and that there will be no broker- 
age fees when shares are purchased under the Plan. How- 
ever, if participants withdrawing from the Plan request 
the Bank to séll all whole and fractional shares credited 
to their account, there will be brokerage commissions 
and transfer taxes. 


The Bank will not vote any shares held by it under the 
Plan. Participants will receive a single proxy with respect 
to full shares which they own of record or which are 
credited to their accounts under the Plan. 


The Public Service Commission of Delaware has approved 
the proposed transaction. No other State commission 
and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19204), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19253/November 19, 1975 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


(70-5754) 


NOTICE OF PROPOSED AMENDMENT OF ARTICLES 
OF INCORPORATION WITH RESPECT TO SHARE- 
HOLDERS’ PREEMPTIVE RIGHTS; ORDER AUTHOR- 
IZING SOLICITATION OF SHAREHOLDERS’ PROXIES 
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NOTICE IS HEREBY GIVEN that Ohio Edison Com- 
pany (“Ohio Edison”’), an electric utility company and 
a registered holding company, has filed a declaration, 
and amendments thereto, with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(““Act’’) designating Sections 6(a), 7 and 12(e) of the 
Act and Rule 32 promulgated thereunder as applicable 
to the proposed iransaction. All interested persons are 
referred to tie declaration, summarized below, for a 
complete statement of the proposed transactions. 


Under existing Dividend Reinvestment and Cash: Pay- 
ment Plans (“Existing Plans’’), participating Ohio Ed- 
ison stockholders can reinvest their dividends and/or 
certain limited amounts of cash to acquire additional 
shares of common stock, purchased for their accounts 
on the open market. Ohio Edison intends to replace 
the Existing Plans with a similar Plan (““Replacement 
Plan’) under which Ohio Edison will issue and sell 
additional shares of its common stock directly to the 
participating stockholders, who would thereby be re- 
lieved of charges for brokerage commissions and other 
expenses necessarily incurred in the open market 
transactions under the Existing Plans. Ohio Edison 
anticipates that this change would enhance its ability 
to obtain equity capital and would thereby reduce its 
need for other types of financing. It is stated, however, 
that absent an amendment of the current preemptive 
rights provisions of Ohio Edison’s Articles of Incor- 
poration (“charter”) the Replacement Plan cannot 

be implemented. 


Accordingly, Ohio Edison proposes to amend the 
charter to except from the preemptive rights provi- 
sions the issue and sale of common stock to any 

Ohio Edison stockholder, including holders of pre- 
ferred stock, pursuant to a plan under which parti- 
cipating stockholders can invest dividends or amounts 
of cash in Ohio Edison common stock. Ohio Edison 
intends to submit the proposed charter amendment 
to its stockholders for consideration and vote at a 
special meeting of stockholders scheduled to be held 
on December 19, 1975. Approval of the proposed 
amendment requires the favorable vote of two-thirds 
of the shares of common stock outstanding. Ohio Ed- 
ison further proposes to solicit proxies from its com- 
mon stockholders through the use of proposed solicit- 
ing material to obtain the requisite approval of the 
proposed charter amendment and to amend the Pen- 
sion Plan of Ohio Edison employees. 


It is stated that if the proposed charter amendment 
is approved by the stockholders, Ohio Edison will 
seek stockholder approval of the Replacement Plan 
and will request, by post-effective amendment, 
authorization from this Commission to issue and 
sell a specified number of shares of common stock 
pursuant to such Plan. 


Fees and expenses paid or incurred by Ohio Edison 

in connection with the proposed charter amendment 
are estimated at $39,100, including printing fees of 
$25,000. It is stated that the proposed charter amend- 
ment and the solicitation of proxies with respect 
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thereto is not subject to the consent or approval of 
any state or federal commission other than this 
Commission. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 18, 1975, request 
in writing that a hearing be held on such matter stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration, 
as amended, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 
the above stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as amended or as it may be fur- 
ther amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and Re- 
gulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
rules ?9(a) and 100 thereof or take such other action as 
it riay m appropriate. Persons who request a hearing 
o: advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
ie date of the hearing (if ordered) and any postpone- 
ments thereof. 


It appearing to this Commission that the declaration, 
insofar as it proposes the solicitation of proxies from 
Ohio Edison’s common stockholders, should be per- 
mitted to become effective forthwith pursuant to 
Rule 62: ‘ 


IT IS ORDERED that the declaration, as amended, 
regarding the proposed solicitation of proxies of Ohio 
Edison’s common stockholders be, and it hereby is, 
permitted to become effective forthwith pursuant to 
Rule 62 and subject to the terms and conditions pre- 
scribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19254/November 20, 1975 


In the Matter of 
Admin. Proc. File No. 3-4457 





















NORTH PENN GAS COMPANY Penn Fuel has three non-utility subsidiary companies. 





PENN FUEL SYSTEM, INC. Two sell liquefied propane gas in containers in portions 
PENN FUEL GAS, INC. of New Jersey, Delaware and Maryland. The other owns 
JOHN H. WARE gas transmission and storage facilities used in connec- 


tion with the utility operations of several of the subsidi- 


aries. Penn Fuel also sells directly bottled gas and appli- 
(70-4709, 54-251 and 31-671) ances. 


FINDINGS, OPINION AND ORDER The demographic characteristics of the areas served by 
North Penn and Penn Fuel are generally similar, both 
serving communities in the less populated regions of 
Pennsylvania. 3/ Each has natural gas supply contracts 
with three interstate pipeline companies, of which only 
one serves both. Penn Fuel and North Penn recently 


This is a proceeding with respect to a plan filed pursu- 
ant to Section 11(e) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”). Under the plan, the major 








stockholder, John H. Ware (“Ware”), and members of have experienced curtailments, affecting service to in- 
his family will transfer their shares in North Penn Gas dustrial customers. Penn Fuel has been successful in 
Company (“North Penn”) to Penn Fuel System, Inc. obtaining synthetic natural gas as an alternative source 
(“Syste”) in exchange for System stock. System of supply, which also may become available to North 
will acquire the remaining shares for cash and install- Penn. 
ment notes. In addition, System will acquire, in ex- 
change for its stock, up to about 93% of the common North Penn sells gas at retail to about 28,000 customers; 
stock of Penn Fuel Gas, Inc. (“Penn Fuel”) owned by Penn Fuel to about 29,000. Customer classification for 
Ware and members of his family. each is shown below. 
System, a Pennsylvania corporation, was organized 
solely for the purpose of carrying out the proposed TABLE | 
transactions. It requests an exemption pursuant to 
Section 3(a)(1) of the Act. Per cent 
Description of the Companies Type of 

Customer Penn Fuel North Penn 

h/ a 1. North Penn and Penn Fuel 
, Residential 20.4 24.2 


North Penn is a Pennsylvania gas utility company. It 
was at one time a subsidiary of a registered holding Commercial 13.6 7.3 
company which has been liquidated. 1/ 

Industrial and 
It distributes natural gas at retail in eight counties wholesale 66.0 68.5 
in northern and western Pennsylvania. It also sells 























natural gas at wholesale to other gas utilities in north- 100.0 100.0 

western Pennsylvania and to a gas utility which ac- 

quires the gas at a point in Pennsylvania and trans- 

ports, distributes and sells it in New York. North . , 

Penn sells gas applicances to its customers. 2. Summary of Financial Data 

At June 30, 1974, North Penn had an ownership As of December 31, 1974, North Penn reported net 

interest in 235 natural gas wells and 47 oil wells assets, per books, of $31,613,000 and net utility 

in its service territory. It was originally formed in plant of $17,417,000. Operating revenues for the 

1930 to utilize gas discovered in Northern Pennsyl- year then ended were $25,537,000 and net income 

vania, but it is now producing only about 2% of its was $1,342,000. 

requirements. Its old fields have been largely con- : 

verted to storage facilities. Recent exploratory ac- At December 31, 1974, North Penn had outstanding 

tivity in its territory has been generally unsuccessful. 450,000 common shares ($5 par value), long-term 

North Penn still owns, in fee or by lease, extensive debt totalling $9,950,000 4/ plus current maturities 

oil and gas rights in this area and considers horizons of $225,000, and short-term unsecured notes pay- 

below 2,500 feet areas for exploration. able to banks of $7,800,000. 5/ The total capitaliza- 
tion and surplus of North Penn at that date appear in 

Penn Fuel, a Pennsylvania corporation, is an exempt the balance sheet annexed as Appendix A. 

holding company pursuant to Section 3(a)(1) of the . 

Act. 2/ It has twenty-five wholly owned subsidi- As of December 31, 1974, Penn Fuel had consolidated 

ary gas utility companies. Twenty-four are incor- net assets, per books, of $26,520,000. It had net util- 

porated in Pennsylvania and doing business solely ity plant of $17,994,000. For the year then ended, it 

within the state boundaries; one, a Maryland cor- reported consolidated revenues of $24,629,000 and 

poration, does business in Maryland and Pennsylvania. consolidated net income of $861,000. 
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Penn Fuel’s subsidiaries are wholly owned by Penn Fuel, 


which provides all their capital needs. At December 31, 


1974, Penn Fuel had outstanding 360,609 common 
shares ($1 par value), 115,723 cumulative preferred 


shares ($22.40 par value), 1,594 cumulative preference 


shares ($100 par value), long-term debt aggregating 


$7,203,200 6/ plus current sinking fund requirements 
of $526,584, and short-term notes payable of $3,696,- 


500. 7/ Appendix A includes a consolidated balance 


sheet of Penn Fuel and its subsidiary companies at 
December 31, 1974. 


3. System 


System will be a holding company over both North 
Penn and Penn Fuel. 8/ Its outstanding stock will 

be owned by the Ware family, mostly by Ware him- 
self. Pro forma consolidated capitalization as of De- 
cember 31, 1974, is shown below. 


Projected pro forma consolidating income statements 


for 1975 and 1976 appear as Appendices B and C. 








4. Ownership of Common Stock of North Penn and 
Penn Fuel 


The Ware family owns 206,841 shares of the North 
Penn stock, or about 46% of the 450,000 outstand- 
ing. The Oxford Foundation, Inc., the Ware Founda- 
tion and Penco Trust own a total of 80,237 shares, 
or about 18%. The first two were established by 
members of the Ware family; Penco is a contributory 
employee savings plan of Penn Fuel. They and the 
Ware family together own 287,078 shares, or about 
64% of the outstanding shares. The remaining 162,- 
922 shares are held by about 500 investors, includ- 
ing the North Penn Employees’ Savings Plan which 
owns 85,171 shares. 


Prior to March 1969, the Ware family owned 7,422 
shares of North Penn, and the two Foundations and 
Penco owned 16,900 shares. Control was secured in 
March 1969 by a purchase, at $18.50 per share, of 
257,478 shares from Kewanee Oil Company. Subse- 
quently, 5,278 additional shares were acquired 
partly by the Ware family and partly by Penco. 9/ 
Majority control by the Ware family has thus been 
acquired and maintained with the assistance of 

the two Foundations and Penco Trust, as shown in 
Table III. 

















TABLE I! 
System 
North Penn Penn Fuel Consolidated 
(000’s) % (000's) % (000’s) % 
Long term debt $ 9,950 35.8 $ 7,203 33.3 $21,174 44.0 
Notes payable 7,865 28.4 3,696 17.1 11,561 24.1 
Preferred and prefer- 
ence stock Poo oo 2,773 12.8 2,773 5.8 
Minority interest ano-- we a 1,241 2.6 
Total common equity 9,929 35.8 7,941 36.8 11,267 23.5 
$27,744 100.0 $21,613 100.0 $47,989 100.0 
TABLE III 
Prior to Kewanee Subsequent Total 
March 1969 Purchase Acquisitions Held 
John H. Ware 4,550 190,528 1,800 196,878 
Ware family 2,872 6,050 1,041 9,963 
7,422 196,578 2,841 206,841 
Oxford Foundation, Inc. 10,100 58,000 o--- 68,100 
Ware Foundation 3,500 —--- o--2- 3,500 
Penco Trust 3,300 2,900 2,437 8,637 
Total 24,322 257,478 5,278 287,078 
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The Ware family does not own an actual majority of the 
North Penn stock. But there has never been any doubt 
that since 1969 the Ware family, or for that matter Ware 
himself, has been in effective control of North Penn and 
ina position to command a majority when needed. The 
majority in number has been and still is a minority in 
fact. 


Ware, the controlling stockholder of Penn Fuel from its 
inception in 1944, owns about 84% of the 360,609 
shares of Penn Fuel. Indirectly he controls an additional 
9%. The remaining 7% is owned by other investors. 


Prior and Pending Proceedings 


On March 20, 1969, we approved the acquisition of the 
North Penn shares from Kewanee Oil Company pur- 
suant to Sections 9(a)(2) and 10 of the Act. 10/ In 

that proceeding Ware represented that, within two years 
after the purchase of majority control by him and those 
associated with him in the purchase, the minority stock 
would be eliminated. 11/ An amendment to that com- 
mitment specified that the minority stock would be 
purchased for cash or exchanged for securities of Penn 
Fuel “by means of a tender offer, merger, or other- 

wise on terms approved by the Commission under the 
Public Utility Holding Company Act of 1935.” 


For adjacent utilities of the size of North Penn and 

the subsidiaries of Penn Fuel, there are potential econ- 
omies in providing capital funds, gas supply or ex- 
change and in other respects when all such utilities 

are under corporate ownership of Penn Fuel. The 
allocation of these benefits is complicated when one 
subsidiary is majority owned and others are wholly 
owned by Penn Fuel. 12/ 


An application to exchange Penn Fuel common stock 
for the North Penn stock was filed on December 30, 
1971, subject to certain conditions precedent. The 
application was thereafter amended from time to 
time, and a notice and order for hearing issued on 
March 26, 1974. 13/ 


Objections were filed to the proposed exchange offer, 
and the hearing, originally scheduled for June 3, 1974, 
was postponed to permit the parties to negotiate a 
settlement. The Section 11(e) plan now before us 
reflects the results of these negotiations in which our 
Division of Corporate Regulation participated. 


After appropriate notice, 14/ a public hearing was 
held on April 23, 1975, at which evidence was ad- 
duced with respect to the plan. No one appeared in 
opposition. 15/ Post-hearing procedures were 
waived. On the basis of the record, we make the 
following findings. 


Summary of the Proposed Plan 
Under the plan, System will acquire the 206,841 shares 


of North Penn common stock owned by Ware and 
members of his family in exchange for common stock 


of System ($1 par value) on the basis of 1.1 shares 
of System for each share of North Penn stock. 
System will acquire the remaining shares of North 
Penn at $18.50, payable $3.10 in cash and the bal- 
ance of $15.40 in 10% serial installment notes of 
System. Interest will be payable semiannually. The 
notes will be secured by all of the North Penn stock 
to be owned by System. 


Serial notes in principal amount of about $2,509,000 
and issued to investors, other than the two Founda- 
tions and Penco, will be amortized at the rate of 20% 
principal on each anniversary of the exchange, with 
the balance due on December 31, 1979. The notes 

to the other three, about $1,236,000 will be redeem- 
ed at 50% of the principal on the anniversary of the 
exchange in 1979 and the balance on December 31, 
1979. 


The plan is subject to approval and enforcement by 
the appropriate Federal district court. It is to become 
effective (“consummation date’’) on the tenth busi- 
ness day following the latter of (a) entry of an order 
of approval and enforcement by the court or (b) 
satisfaction of certain conditions precedent. 16/ 


On that date, the holders of North Penn shares will 
cease to have any rights as shareholders of North 
Penn and upon the surrender of their stock certifi- 
cates, will be entitled to receive the cash and notes of 
System and any interest payments due on such notes. 
Upon the fifth anniversary of consummation date, 
System or its successor and North Penn may apply 

to the court for an order or decree finding that all 
reasonable efforts have been made to locate all hold- 
ers of unexchanged certificates. If it is so deter- 
mined, System or its successor will be entitled to any 
cash not claimed by North Penn stockholders. There- 
after, for a period of ten years, any North Penn share- 
holder who has not surrendered his certificate to Sys- 
tem or its successor will be entitled to receive from 
System or its successor a cash payment equal to the 
sum of $18.50 and all interest payments made on the 
notes to which such holder would have been entitled 
if previously he had surrendered his certificates for 
North Penn shares. No interest will accrue to any such 
holder on any amount thus payable to him. 


Compliance with Section 11(e) and Other Provisions 
of the Act 


To approve a plan we must find, as Section 11(e) pre- 
scribes, that it is “fair and equitable to the persons 
affected thereby.” Section 11(e) also requires that the 
plan must be “necessary to effectuate the provisions” 
of Section 11(b). We conclude that the plan before us 
meets these standards. 


Fairness 
Fairness means that each security holder affected by 
the plan must receive the “equitable equivalent of 


the rights surrendered.” 17/ In this case the question 
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is whether payment in cash and notes is a fair price for 
the common stock that the minority stockholders of 
North Penn will surrender under the Plan. The answer 
calls for a comparison of the securities involved in the 
exchange based, inter alia, on earnings, yields and the 
advantages that the plan accords to the North Penn 
minority as creditors of System. 18/ 


Under the plan System will acquire 243,159 shares of 
North Penn by the issue of long-term debt. System 
expects to obtain about $755,000 for the initial cash 
payment under a 5-year term loan at an interest rate 
not exceeding 10%. The balance will be paid by the 
issue of serial installment notes totaling about 
$3,745,000. 


System, a holding company, will own the 450,000 out- 
standing shares of North Penn and up to 93% of the 
Penn Fuel stock, on both of which System will be de- 
pendent for cash income to service its debt of about 
$4,500,000. System is not expected to have any other 
sources-of income. Its corporate indebtedness will 

have the last call upon consolidated net income, junior 
to the debt of its two subsidiaries. It will also be junior 


to Penn Fuel’s preferred stock and on a parity with its 
minority common stock. 


The Ware family will exchange its controlling stock 
interest in North Penn for common stock of System. 
But as creditors of System the present minority stock- 
holders of North Penn will rank ahead of the Ware 
family with respect to System’s net income from North 
Penn. The North Penn minority will have a like position 
with respect to System's net income from Penn Fuel in 
which they now have no interest whatever. Penn Fuel’s 
net income is currently about equal to that of North 
Penn; and 1976 projections indicate that dividends 
from Penn Fuel will be about 21% of System’s total 
dividend income. 19/ 


The installment notes will be secured by the 450,000 
shares of North Penn stock which System will own. 
At December 31, 1974, net book value of this stock 
was about $9,900,000. The margin of the collateral 
will increase as the notes are retired. The notes will 
bear a 10% rate of interest. Dividend yields on the 
North Penn common stock have been substantially 
less, though not for lack of earnings, as shown in the 
following data. 








TABLE IV 
Operating Net Income Percentages 
Revenues Amount Per Dividends of Dividends 
(000’s) (000’s) Share Per Share to Net Income 
F.Y. 1969 $14,276 $ 704 $1.56 $ .60 38.5 
F.Y. 1970 15,474 601 1.33 .60 45.1 
F.Y. 1971 16,949 728 1.62 .60 37.0 
F. ¥. 1972 21,048 1,185 2.63 .618 23.5 
F. ¥. 1973 20,750 1,135 2.52 .642 25.5 
F. Y¥. 1974 22,295 1,365 3.03 .666 22.0 
12 mos. Dec. 1974 25,537 1,342 2.98 .672 22.6 
1975 (est.) 29,478 1,369 3.04 2.00 65.8 
1976 (est.) 30,677 1,128 2.51 2.00 79.7 
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Outstanding shares of North Penn have not changed 
since 1969. Net income per share has risen substan- 
tially, from $1.56 in 1969 to $2.98 in calendar year 
1974, but dividends increased moderately and, as a 
percent of net income, actually declined in these 
years. Net income per share for 1975 and 1976 was 
estimated at $3.04 and $2.51, respectively, and, 
assuming consummation of the plan, dividends per 
share were projected at $2 per share. The increase in 
dividends is to provide System with cash income to 
service the debt it will incur to acquire the minority 
stock holdings in North Penn. System anticipates 
$237,000 in dividends from Penn Fuel in 1976. Its 
corporate expenses in that year are estimated at 
$160,000. 


There is virtually no market for the North Penn 
stock. The price of $18.50 per share is about 6.0 
and 6.5 times earnings per share estimated for 

1975 and 1976, respectively. This is lower than the 
price-earnings ratios for 10 small gas utilities selected 
for comparison which for the years 1971-1974 
ranged from 6.8 to 12.4. The price offered for the 
North Penn stock is about 84% of book value at De- 
cember 31, 1974. The high of the market prices for 
the same 10.utilites in 1974 ranged from 77% to 
190% of their book values. 


Gas utilities have recently been faced with serious 
problems of gas supply and curtailments. These vary 
from one area to another and to a great extent ac- 
count, generally or in particular, for a wide range of 
price ratios. Such comparative price data are now 
not as helpful for purposes of valuation as they were 
when sources of supply were more stable or reliable. 
We note that North Penn and Penn Fuel both have 
relatively high ratios of industrial customers, among 
the first to be affected by curtailments. 


We note also that the price proposed by the plan for 
the North Penn stock is not a unilateral offer. In fact 
the first offer by the controlling stockholder was not 
acceptable to representatives of minority stockhold- 
ers. The price of $18.50 per share now proposed was 
negotiated at arm’s4ength, and the question is whether 
the negotiated price is within a range that we can find 
to be fair and equitable. 20/ In so finding we give pri- 
mary weight to the enhanced position of the minority 
stockholders as creditors of System, the ample colla- 
teral pledged for the installment notes, and the fixed 
contractual yield of 10% as against the low dividend 
yields that were allowed to them in the past. 21/ 


The installment notes are identical as to terms except 
in one respect. The notes to be issued to stockholders 
other than Penco and the Foundations, totaling $2,- 
509,000, will be paid 20% of principal on each anni- 
versary date and the balance on December 31, 1979. 
The notes to the three organizations will be paid in 
two installments in 1979. We find the postponed pay- 
ments not unfair to them. Since an adequate interest 
rate and ample security are provided, the order of pay- 
ment does not affect the value of what they receive. 


In 1969, when we approved under Section 10 the ac- 





quisition of the North Penn stock from Kewanee, 
Ware agreed that the minority stock would be 
acquired within two years. This agreement was in 
effect the equivalent to a condition that we might 
have attached under Section 10(b) to our approval 
of that acquisition. 22/ 


This provision of Section 10(b) is not an inflexible 
mandate. It states only that we “may” impose the 
stated condition. Section 10(b), moreover, does not 
require the acquisition of all other securities that 
are outstanding or that all be acquired at the same 
time. It provides that we may require a fair offer to 
purchase “such of the other securities” of the com- 
pany as we find necessary or appropriate. The ex- 
tent of the prescribed acquisition and in what order 
or sequence is to be determined in terms of statutory 
principle and by pragmatic considerations of feasi- 
bility. 


Ware’s agreement in 1969 committed him to acquire 
the publicly held minority stock in North Penn within 
two years. But the definition of what constituted such 
a minority allowed some flexibility. It undoubtedly 
included general investors, about 500 in number, who 
had no particular association with the Ware family. 

It is fairly clear that his agreement was not meant to 
include the Foundations and Penco. They were no 
strangers to Ware. They were closely allied with him 
by reciprocal or common interests or associations, 
including the purchase of North Penn stock, mainly 
in 1969 and before and after as well. The plan, as 

last amended, extends the Ware agreement to include 
them as well, and the priority in scheduled payments 
under the plan extends recognition to the sequence of 
these commitments. 


The terms of payment relate only to, the exchange. 
They in no way affect the right of withdrawal granted 
to the beneficiaries in accordance with the terms of 
the trusts or savings or other like plans. The Founda- 
tions are satisfied with the price but are concerned 
that they be paid out in cash by December 31, 1979, 
in order to comply with certain provisions of the Tax 
Reform Act of 1969. The plan that we are approving 
meets this particular need as well. 


The exchange by the Ware family of its North Penn 
stock for stock of System is fair, and so is the exchange 
of its Penn Fuel holdings for System stock. These ex- 
changes do not alter or affect the interest of the min- 
ority stockholders of Penn Fuel and consequently they 
are not affected by the plan we are approving. 23/ 


Necessity 


For a plan to be “necessary” under Section 11(e) it 
need not be the only plan. Section 11(e) allows the 
company the initiative to select from among available 
alternatives the means of compliance it deems most 
appropriate. 24/ To be “necessary”’ it is sufficient 
if the plan provides a reasonable and practical way to 
achieve the requirements of Section 11(b). 
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A holding company which owns or controls a majority 
stock interest in a public utility effectively disenfran- 
chises the minority stockholders. The interest of the 
majority stockholders and that of the minority are 
not necessarily compatible, and the minority, though 
entitled to vote its shares, has no real voice in corpor- 
ate decisions that may affect it in important respects. 
25/ This condition, as we have frequently held, 26/ 
constitutes an unfair and inequitable distribution of 
voting power under Section 11(b)(2). 


In the case of North Penn the minority stock will be 
retired through its acquisition by System, substantially 
all of whose stock will be owned personally by Ware. 
The plan before us thus serves two constitutent func- 
tions within one integral purpose. The exchange of 
the minority stock for notes of System will bring to a 
finale the acquisitions begun principally in 1969, 
thereby achieving the full intent of Section 10(b). The 
acquisition of all the North Penn stock by System, 
which leaves no minority, will also accomplish what 
Section 11(b)(2) requires and directs. 


The Act generally does not favor the imposition of a 
new holding company over existing utility companies. 
Under the plan System will be a holding company over 
North Penn. It will also be a holding company over 
Penn Fuel which in turn is a holding company with 

25 subsidiary utility companies. 27/ 


The creation of System was not the first alternative to 
be considered. The plan originally proposed the ex- 
change of all the outstanding stock of North Penn for 
stock of Penn Fuel, and such exchange would have 
added another subsidiary to Penn Fuel. Representatives 
of the North Penn minority stockholders were not sat- 
isfied with the terms of the offer, and the exchange 
would have moved the North Penn minority into a 
minority position in Penn Fuel. Financing of the min- 
ority stock acquisition through long-term debt of Penn 
Fuel did not appear feasible largely because of restric- 
tions in Penn Fuel’s indentures. 


System is only a temporary, though necessary, accom- 
modation and it is as such that we deem its creation 
appropriate under Section 11(e). 28/ Under a stipu- 
lation, dated July 12, 1975, signed by Ware individual- 
ly and on behalf of the three companies, it is agreed 
that, after the installment notes are retired, appropri- 
ate steps will be taken, within the time therein speci- 
fied, to have only one holding company as defined in 
the Act. That one holding company, which may be 
System or Penn Fuel, wil! include, as direct subsidi- 
aries, North Penn, Penn Fuel subsidiaries and any other 
public utility company that may then be in the holding- 
company system. 29/ We treat this undertaking as a 
condition to our approval of the plan. 


The acquisition of the North Penn minority stock with 
borrowed money and other long-term debt of System 
will increase consolidated debt of System, but not sig- 
nificantly. As noted previously (Table I), consolidated 
debt will rise to 44% of pro forma capitalization. This 
is well within acceptable limits. Notes payable, which 
will be 24.1% of capitalization, are current liabilities 
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of North Penn and Penn Fuel. The latter intends to refund 


part of its notes by a sale of senior securities. The North 
Penn notes include recurrent liabilities which gas utili- 
ties with storage capacity incur annually for the pur- 
chase of inventory gas and which are paid as gas is sold 
in the peak winter season. Pro forma consolidated cur- 
rent assets as of December 31, 1974, were about 1.9 
times current liabilities. 


Common stock equity for North Penn and Penn Fuel 
is well over 30% of their combined capitalization. The 
addition of System debt will reduce consolidated 
common equity to 23.5%, which is far too low. How- 
ever, common stock of System will not be publicly 
held, and the ratio may be expected to improve as 
installment notes are retired and retained earnings 
continue to accumulate. 


Under the stipulation System agrees that, so long as 
the installment notes are unpaid, it will not issue or 
sell any security, which for a registered holding com- 
pany requires our authorization under Section 7 of 
the Act, unless System first advises our staff of its in- 
tention to do so. In the event of objection, System 
may proceed with the issue or sale but only pursuant 
to a declaration and order under Section 7. Our ap- 
proval of the plan is conditioned upon this under- 
taking. 30/ 


Interest requirements appear adequately covered by 
foreseeable income measured in terms of levels of 
income in 1974-1975 and as projected for 1976. 
Table V shows pro forma consolidated income, giv- 
ing effect to the additional interest requirements 
and related adjustments. 


Interest on the installment notes of System will 
initially amount to about $450,000 per annum. The 
holding-company system is expected to continue to 
have a substantial taxable income, so that consoli- 
dated after-tax cost of the initial indebtedness will 
be about $225,000 per annum. Serial payments will 
reduce interest cumulatively by about $50,000 each 
year ($25,000 after taxes) until final maturity in 
1979. 


Principal payments on the installment notes of Sys- 
tem must be considered also in conjunction with 
sinking fund obligations and long-term debt maturi- 
ties of its underlying subsidiaries. Table V1 shows 
such annual requirements through 1979. 


On the basis of historic income and as projected for 
1976, System should have sufficient resources in 
1976-1978 to meet serial maturities of its notes, 
even on the assumption of little or no growth in 
these years. In 1979 consolidated sinking fund obli- 
gations, including debt maturities, will total $3,305,- 
000, of which $2,239,000 are installment notes of 
System. We do not assume that all these requirements 
will be met from internal sources. A more realistic 
assumption is that, with preferred and debt obliga- 
tions reduced by about one-third, it should be feas- 
ible to meet 1979 requirements by refinancing. 
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TABLE V 
th 
- 000’s omitted - 
1974 1975_ 1976 

Net income $2,019 $2,489 $2,194 
Interest 2,572 2,284 2,532 
Federal income taxes 1,166 _1,506 _1,054 

Income before taxes and interest $5,757 $6,279 5,780 
Fixed charges: 
Interest $2,572 $2,284 $2,532 
Preferred dividends-Penn Fuel a/ 188 202 217 
Minority common-Penn Fuel a/ 105 159 __1§8 

Total 2,865 2,645 2,907 
Coverage 2.01 2.37 1.99 




















a/ These deductions are fixedrequirements with respect to System in order to 
provide System with dividend income from Penn Fuel to service its debt. 
































TABLE VI 
- 000’s omitted - 
Penn Fuel North Penn 

Long-term Preferred Long-term System 

debt stock debt notes Total 
1975 $ 356 $171 $ 225 $ - $ 752 
1976 715 171 225 502 1,613 
1977 413 171 345 502 1,431 
1978 340 171 345 502 1,358 
1979 550 171 345 2,239 3,305 

Total retired $2,374 $855 1,485 $3,745 $8,459 

Percent of amount out- 
standing at 12/31/74 31% 31% 15% 83% 33% 
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Stock Acquisitions by System and its Exempt System 


The concurrent acquisition by System of the com- 
mon stocks of North Penn and Penn Fuel and Ware’s 
acquisition of System stock are subject to Section 
9(a)(2) of the Act. Our approval thereof is governed 
by the requirements of Section 10. In the light of 
our previous and extensive discussion, we conclude 
that on the present record the standards of Section 
10 are satisfied in all but one respect. 


Section 10(b)(2) provides for approval of the acqui- 
sition unless we find that fees and other remuneration 
to be paid in connection therewith are not reasonable. 
The record as to fees and expenses is incomplete. We 
shall, therefore, reserve jurisdiction under Section 
10(b)(2) as well as Section 11(e) in respect thereto, 
including the source of funds for payment. 


The issuance of System notes in exchange for com- 
mon stock of North Penn will be exempt from the 
registration provisions of the Securities Act of 1933 
pursuant to Section 3(a)(10) thereof. The notes will 
be issued under a trust indenture which will be qual- 
ified under the Trust Indenture Act of 1939. 


System requests an exemption as a holding company 
under Section 3(a)(1) of the Act. We will grant the 
exemption except to the extent noted hereafter. 


Section 3(a)(1) provides for an exemption for a 
holding-company system that is predominantly in- 
trastate in character and whose utility operations 
are confined substantially within a single state in 
which the holding company and all its utility sub- 
sidiaries are organized. The introductory clause 

of Section 3(a) provides that the Commission shall 
grant the exemption “‘unless and except insofar as it 
finds the exemption detrimental to the public inter- 
est or the interest of investors or consumers.”” This 
clause authorizes us to grant or deny a request for 
exemption in its entirety. It also permits us to limit 
the exemption to one, some or most provisions of 
the Act but not to others. 


System, North Penn, and Penn Fuel and its subsidiaries 
are Pennsylvania corporations. They provide utility 
service substantially within Pennsylvania. The request 
for exemption clearly meets the requirements of sub- 
section (a) of Section 3(a). 


We have in prior cases applied Section 11(b)(2) to 
exempt companies and have required them to elimin- 
ate minority stock interests in their subsidiaries. 31/ 
The plan in this case proposes to comply with this re- 
quirement with respect to the minority stock of 
North Penn. To that end System will register asa 
holdina company for the sole purpose of complying 
with Section 11(b)(2) by payment in cash and notes 
for the minority stock of North Penn. It will continue 
as a registered holding company for that purpose until 
the notes are paid. 
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Court Enforcement 


Applicants request that we make application to an 
appropriate Federal district court for approval 

and enforcement of the plan. This request is granted 
and none of the transactions proposed by the plan 
may be carried out before the Federal district court 
has entered an order approving and enforcing the 
plan we approve today. 


ORDER 


IT IS ORDERED that the plan, as amended, be, 

and it hereby is, approved pursuant to Section 11(e) 
of the Act as fair and equitable to the persons affected 
thereby and as necessary to effectuate the provisions 
of subsection (b)(2) of Section 11, subject to the 
terms and conditions prescribed by Rule 24 promul- 
gated under the Act and conditioned upon compli- 
ance with the commitments specified in a stipulation 
dated July 12, 1975, and filed in this proceeding, and 
further conditioned upon enforcement of the plan 

in an appropriate United States District Court; and 


IT IS FURTHER ORDERED that, pursuant to Sec- 
tion 3(a)(1) of the Act, System and its subsidiary com- 
panies as such be, and they hereby are, exempt from 
all provisions of the Act except Section 11(b)(2) inso- 
far as it relates to the acquisition of the stock of North 
Penn for cash and notes, as provided in the plan, as 
amended, and subject to the terms of the aforesaid 
stipulation; and 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to fees and 

expenses incurred or to be incurred in connection 
with the transactions involved in this proceeding, 

including the source of funds for payment of such 
fees and expenses; and 


IT 1S FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved to take such further action 
as may be deemed necessary or appropriate to carry 
out the terms of the plan, as amended. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Pennsylvania Gas & Electric Corp., 28 SEC 553 
(1948); 30 SEC 736 (1949); 33 SEC 499 (1952); 
34 SEC 365 (1952). 


2/ Penn Fuel Gas, Inc., 21 SEC 301, 306 (1945). 
Penn Fuel was organized in 1944 to purchase 
small Pennsylvania gas properties which were being 
divested by holding companies under the Act. Its 
status was reviewed by us in 1951 and three condi- 
tions were imposed upon its exempt status. Penn 
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Fuel Gas, inc., 32 SEC 514, 530-531 (1951). We sub- 
» sequently found “that the circumstances which 


gave rise to the conditions previously imposed ... no 
longer exist ...."” Penn Fuel Gas, inc., Holding Com- 
pany Act Release No. 15839 (August 30, 1967). 


3/ Pennsylvania Projection Series Population and 
Labor Force, Pennsylvania Office of State Planning 
and Development, Report No. 73 PPS-3 (November 
1973). 


4/ Four series of notes are outstanding, bearing 
interest at rates of 5% to 9% and maturing between 
1988 and 1996. Annual sinking fund requirements 
are $225,000 for 1975 and 1976 and increase to 
$345,000 in 1977 and thereafter. 


5/ Tota! unsecured bank lines of credit aggregated 
$8,350,000 at December 31, 1974. 


6/ This amount primarily consists of $6,993,200 
principal amount of Collateral Trust Bonds issued 
in series. They bear interest at rates ranging from 
4.45% to 8.75% and mature on various dates be- 
tween January 1, 1976, and May 1, 1991. Sinking 
fund requirements for the years ending December 
31, 1975, through December 31, 1979, range from 
about $510,000 to about $885,000. 


7/ Total unsecured lines of credit amounted to 
000,000 at December 31, 1974, of which $400,- 
000 were unused. 


8/ Section 2(a)(7)(A) of the Act defines a holding 
company as any company which owns, controls, or 
holds with power to vote 10% or more of the 
voting securities of a public utility company. 


9/ Pursuant to Rule 11(d) under the Act the pur- 
chases by Ware, a statutory affiliate of North Penn, 
required no order since no new affiliation was 
created thereby. 


10/ John H. Ware, Holding Company Act Release 
No. 16319. 


11/ By supplemental order the time was extended 
until December 31, 1971. Holding Company Act 
Release No. 17096 (April 4, 1971). 


12/ See Sioux City Gas and Electric Company, 
30 SEC 5, 14-15 (1949). 


13/ Holding Company Act Release 18344, 3 SEC 
Docket 762. (March 26, 1974). 


14/ Holding Company Act Release 18879 (March 
19, 1975), 6 SEC Docket 488. 


15/ Appearances were made on behalf of the appli- 
cants and on behalf of North Penn Employees’ 
Savings Plan; Oxford Foundation, Inc.; Ware Foun- 


tion; Tweedy, Browne & Knapp; United Brother- 
hood of Carpenters & Joiners of America, Local 
Union 2799; and 13 individual stockholders. A 
stockholder of North Penn submitted a letter 
stating that the offer is too low. 


16/ The conditions involve receipt of certain tax 
rulings from the Internal Revenue Service and re- 
ceipt by the North Penn Employees’ Saving Plan 
of a ruling that the Employee Retirement Income 
Security Act of 1974 does not apply to the Sec- 
tion 11(e) plan or that an exemption from that 
Act exists. 


17/ Otis & Co. v. SEC., 323 US 624, 639-640 
(1945); SEC v. Central-Iilinois Securities Corp., 
338 US 96, 130, 143 (1949). 


18/ Cf. Otis & Co., v. SEC, supra at 633; The 
Commonwealth & Southern Corp., 28 SEC 776, 
784, 808 (1948), enforced 84 F.Supp. 809 (D. 
Del. 1949), aff’d 184 F.2d 81 (C.A. 3, 1950); 
The United Corp., 28 SEC 347, 352, 365 (1948), 
enforced 82 F.Supp. 196 (D. Del.), appeal dis- 
missed for want of prosecution, Civ. No. 10059 
(C.A. 3, 1949); New Orleans Public Service, Inc., 
40 SEC 886, 896, enforced E. D. La., Civ. 11646 
(1961). 


19/ Cash flow projections for 1975 and 1976 are 
set forth in Appendix D. 


20/ Eastern Utilities Associates, 43 SEC 243, 
247 (1967); The United Corp., 17 SEC 404, 425 
(1944), aff’d sub nom. Phillips v. SEC., 153 F.2d 
27 (C.A. 2), cert. denied, 328 U.S. 860 (1946). 


NO 


1/ See /n re Standard Gas & Electric Co., 151 
.2d 326, 333 (C.A. 3, 1945), cert. denied sub 
nom. Guaranty Trust Co., Trustees v. SEC, 

327 U.S. 796 (1946). 


mi 


22/ The last sentence of Section 10(b) provides 
that in case of an acquisition of securities subject 
to the Act we may condition our approval thereof 
to require “a fair offer to purchase such of the 
other securities of the company whose security 

is to be acquired as the Commission may find neces- 
sary or appropriate in the public interest or for the 
protection of investors or consumers.” 


23/ We do not in this proceeding deal with the 
minority stock interest in Penn Fuel. 


24/ Commonwealth & Southern Corp. v. SEC, 
134 F.2d 747, 751 (C.A. 3, 1943). 


25/ Alabama Power Company, 34 SEC 219, 225 
(1952). 


26/ See Middle South Utilities, Inc., 44 SEC 792, 
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795 (1972); Eastern Utilities Associates, 43 SEC 243, 
246 (1967) and cases cited therein. See also Cities 
Service Company, 37 SEC 342, 350-351 (1956), 
aff’d sub nom. Cities Service Company v. SEC, 247 
F.2d 646 (C.A. 2, 1957), cert. denied, 355 U.S. 912 
(1958). 


27/ Ware, though in contro! of System is technically 
not a holding company. A natural person, as dis- 
tinguished from a controlling company, is not a 
holding company unless so declared by order of the 
Commission pursuant to Section 2(a)(7)(B) of the 
Act. 


28/ Phillips v. SEC., 156 F.2d 606, 609 (C.A. 2, 
1946). 


29/ Under the stipulation this commitment does 
not preclude combining all such utility companies 
into a single public utility company, without a 
holding company. 


30/ Pursuant to the stipulation Ware has agreed 

not to sell in a public offering requiring registra- 
tion under the Securities Act of 1933 stock of 
System owned by him, which alone or together with 
others, aggregates 50% or more of the outstanding 
stock unless the System notes are paid prior to or 
concurrently with such sale. 


31/ Washington Gas Light Company, 44 SEC 
515, 516, 520 (1971); The Peoples Gas Light 
and Coke Company, 43 SEC 624, 630 (1967). 
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Net income, after 
preferred dividends 
Deferred gas loss 
Depreciation and 
amortization 
Deferred taxes 


Common dividends 

Net from operations 
New securities 
Current maturities of 
debt & securities 


Provided 


Net additions to plant 
Sinking Funds 


Other 


Net change in current 
assets and liabilities 


Used 


Net change in cash 


balances 


Cash balances-12/31/74 
Cash balances-12/31/75 


Penn Fuel System, Inc. — Summary of Changes in 1975 Cash Position 


APPENDIX D-1 








- 000 omitted - 
Penn Fuel North Penn 
$1,016 $1,369 
- (731) 
774 860 
= 227 
$1,790 $1,725 
(281) a/ (635) a/ 
$1,509 $1,090 
3,000 b/ - 
(2 , 300) 2,517 
$2, 209 $3,607 
S 750 $1,762 
527 225 
100 - 
(100) 1,571 
$1,2// $3,558 
$ 932 "$ . 49 
1,075 __ 907 
$2,007 $ 256 


Pro forma distribution to System 
Interest on installment notes 
Estimated expenses of reorganization 


Cash balance 12/31/75 


Combined 


$2,385 
(731) 


1,634 
227 
$3,515 
O16) 
$2,599 
3,000 


217 
$5, 816 


$2,512 
752 
100 


‘ 


j= 


47 
$4,383 


wi 


$ 981 


1,982 
$2,963 


$ 462 a/ 
(147) c/ 


(200) c/ 
$114 


a/ We have assumed that last quarter dividends in 1975 of Penn Fuel and North Penn — $60,000 and $403,000, 
respectively — will be paid to System. Evidence presented assuming that System would receive dividends from Penn 
Fuel and North Penn for the last two quarters is no longer valid. Therefore, our assumption is designed to provide 
for sufficient dividends in the last quarter of 1975 to produce the same year end cash balance originally projected 
for System. 


b/ At the date of the hearing it was contemplated that such aggregate amount of securities would be sold in order 
to pay off a portion of Penn Fuel’s short-term debt, 


c/ For convenience we show both interest and reorganization expenses as 1975 expenditures although the actual 
payments may not be made until 1976. Semiannual interest on notes issued in exchange for 243,159 shares of North 
Penn would be about $188,000 against which we have credited one quarter’s dividend of about $41,000 paid to 
those North Penn stockholders after July 1, 1975, in accordance with terms of the proposed indenture. Penn Fuel 
will be reimbursed for its advances for the expenses of reorganization. 






















APPENDIX D-2 
enn Fuel System, Inc. — Summary of Changes in 1976 Cash Position 


- 000 omitted - 


Penn Fuel north Penn System Combined 








Net income, after 

preferred dividends $1,008 $1,128 $(159) $1,977 
Deferred gas loss - - as 

Depreciation and 




















amortization 789 890 (49) 1,639 
Deferred taxes (160) - (160) 
$1,797 $1,858 $(199) $3,456 
Common dividends (281) (900) 3,237 (44) 
Net from operations $1,516 $ 958 > 936 $3,412 
New securities ~ - ~ - 
Provided $1,516 $ 958 $ 938 $3,412 
Net additions to plant $ 750 § 600 $ - $1, 350 
Sinking funds 886 225 501 1,612 
Other. 100 - - 100 
Net change in current 
assets and liabilities 400 140 - 540 
Used $2,136 $ 965 $ 501 $3,602 
ip Net change in cash 
balances $ (620) $ (7) $ 437 $ (190) 
Cash balances-12/31/75 2,007 956 114 3,077 
Cash balances-12/31/76 $1, 3387 $ 949 3. So. $2, 387 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19255/November 20, 1975 


In the Matter of 


ST. REGIS PAPER COMPANY 
New York, New York 10017 


(31-688) 


ORDER APPROVING APPLICATION FOR EXEMPTION 
FROM ALL THE PROVISIONS OF THE ACT PURSU- 
ANT TO SECTION 3(a)(3)(A) 


St. Regis Paper Company (St. Regis’’), a holding com- 
pany, has filed an application and amendments there- 
to with this Commission pursuant to Section 3(a)(3)(A) 
of the Public Utility Holding Company Act of 1935 
(“Act”) for an exemption from all the provisions of 

the Act with respect to its ownership of North Western 
Pulp & Power Ltd. (“North Western”) and The Mon- 
tana Light and Power Company (“Montana”). 


St. Regis, a New York corporation, is primarily engaged 
in the paper, pulp, and lumber industries and operations 
related to forest products through the ownership of 38 
active subsidiary or affiliated companies. Of these sub- 
sidiaries, only two, North Western and Montana, own 
and operate facilities used for the generation, trans- 
mission, or distribution of electric energy. 


North Western, wholly-owned by St. Regis Paper Com- 
pany (Canada) Limited, which in turn is wholly owned 
by St. Regis, was created under the laws of the Pro- 
vince of Alberta, Canada, and carries on an industrial 
business, the production and sale of bleached kraft 
pulp, the raw material from which kraft paper and 
board are made. All production is carried on at North 
Western’s mill located in Hinton, Alberta, Canada. A 
steam-electric generating plant that supplies the needs 
of the mill for both electric energy and process steam 
is situated adjacent to the mill. Under current opera- 
tions, all the steam and virtually all the electric energy 
produced by the plant, which has no transmission fa- 
cilities, are consumed by the mill. In 1974, North West- 
ern collected revenues of $57,802,369 from its indus- 
trial business. In 1973, North Western sold 10,000 kwh 
as an emergency backup to the utility that provides 
local electric service in Hinton for a total sales price of 
$150. In 1974, North Western made no sales of elec- 
tric energy. 


Montana, a wholly owned Montana subsidiary of St. 
Regis, operates in Troy and Libby, Montana, provid- 
ing the electric and steam energy for the parent’s fa- 
cilities. Approximately 78% of Montana’s generation 
is purchased by the parent directly. The remainder is 
distributed in the community of Troy or sold as sur- 
plus power to Pacific Power & Light Company (‘’Pa- 
cific’), the adjacent electric utility, under an inter- 
change agreement. For the year 1974, the net energy 
available for sale by Montana was 49,032,020 kwh 
($386,196.51) of which 37,710,420 kwh ($271,515.02) 
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were purchased directly by St. Regis, 7,036,600 
kwh ($107,172.62) were distributed in Troy and 
4,285,000 kwh ($7,508.82) were sold as dump 
power to Pacific. 


St. Regis requests that it be exempted from all the 
provisions of the Act pursuant to Section 3(a)(3)(A) 
thereof. Under Section 3(a)(3)(A), a holding com- 
pany is exempted if it is only incidentally a holding 
company and does not derive, directly or indirectly, 
any material part of its income from any one or more 
subsidiary companies, the principal business of which 
is that of a public utility business. In 1974, St. Regis 
had revenues of $1,503,425,000 and derived less 
than 1% of such revenues from the electric utility 
sales of both North Western or Montana. Since the 
principal business of neither North Western nor Mon- 
tana is that of a public utility company, St. Regis 
states that it is entitled to exemption under this 
Section. 


Due notice of the filing of said application, as amend- 
ed, has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 19213), 
and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the in- 
terest of investors and consumers that said exemption 
be granted: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that St. Regis 
be, and it hereby is, exempted from all of the pro- 
visions of the Act, except for Section 9(a)(2) there- 
of, effective forthwith. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9031/November 14, 1975 


See Securities Act of 1933 Release No. 5644/November 
14, 1975. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9032/November 14, 1975 





See Securities Act of 1933 Release No. 5645/ 
November 14, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9033/November 14, 1975 


In the Matter of 


THE FIRST NATIONAL DUAL SERIES 
TAX-EXEMPT BOND TRUST 

c/o Van Kampen Sauerman Inc. 

208 South LaSalle Street 

Chicago, Illinois 60604 


(812-3866) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR AN ORDER GRANTING 
EXEMPTION FROM SECTION 14(a) AND RULES 
19b-1 AND 22c-1 


} NOTICE IS HEREBY GIVEN that The First National 


Dual Series Tax-Exempt Bond Trust (Series 1 and 
Subsequent Series) (‘“Applicant”), a unit investment 
trust registered under the Investment Company Act 
of 1940 (“Act’’), filed an application on October 6, 
1975, pursuant to Section 6(c) of the Act for exemp- 
tion from the provisions of Section 14(a) of the Act 
and Rules 19b-1 and 22c-1 under the Act. All inter- 
ested persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations therein, which are summarized below. 


Applicant is a registered unit investment trust spon- 
sored by Van Kampen Sauerman Inc. (““Sponsor’’). 

It is intended that the Bradford Trust Company 

will serve as the Trustee of Applicant (‘’Trustee”’) 

for Series 1 and subsequent series pursuant to a trust 
indenture and agreement (“‘Indenture’”’) to be enter- 
ed into between the Sponsor and the Trustee. A sepa- 
rate Indenture will be entered into each time a series 
is created. Applicant’s Evaluator will be the Standard 
& Poor’s Corporation (‘“Evaluator’’). 


Applicant plans that each of its series will be com- 
prised of two trusts, one to be designated as the 
“Insured Trust” and the other as the “Income 
Trust”. Units in each will be offered simultaneously 
but separately. The Sponsor intends to obtain a com- 
mitment from MGIC Indenmity Corporation in re- 
spect to the Insured Trust of each series to guarantee 
b. payment of interest and principal. 





Pursuant to each Indenture of trust for each Series 








of Applicant, the Sponsor will deposit with the Trustee, 
it is contemplated, not less than $3,000,000 principal 
amount of tax-free municipal bonds (““bonds*’). Sim- 
ultaneously with such deposit the Trustee will issue 

in the name of the Sponsor, or such other name or 
names as the Sponsors may direct, one or more certifi- 
cates evidencing the ownership of all of the undivided 
interests in the trusts making up such series of Appli- 
cant. These units will be separately offered for sale to 
the public at prices based upon their respective current 
net asset values. On the date of deposit, the maximum 
number of units in each trust of a series of Applicant 
and the Bonds which will comprise the respective port- 
folios are determined. No additional units can be issued, 
although the number of units outstanding may be re- 
duced by redemptions. No additional bonds can be 
deposited in either trust except that under certain cir- 
cumstances, refunding bonds issued in exchange and 
substituted for outstanding bonds may be deposited 
with the Trustee. The Trustee may dispose of bonds 
when events occur which may affect their investment 
stability and distribute the proceeds thereof in partial 
liquidation to unit holders; and the Trustee must sell 
Bonds if necessary for the payment of the redemption 
price of units tendered for redemption. 


Section 14(a) 


Section 14(a) of the Act, in substance, provides that 
no registered investment company and no principal 
underwriter for such a company shall make a public 
offering of securities of which such company is the 
issuer unless (1) the company has a net worth of at 
least $100,000; (2) at the time of a previous public 
offering it had a net worth of $100,000; or (3) pro- 
vision is made that a net worth of $100,000 will be 
obtained from not more than twenty-five responsible 
persons within ninety days, or the entire proceeds 
received, including sales charge, will be refunded. 


Applicant represents that the Bonds for a portfolio 
of a trust of a series of Applicant are delivered to the 
Trustee on the date of a deposit, and from that time 
on, except for the payment of limited amounts of 
expenses specified in the Indenture, including the 
premiums on portfolio insurance for the Insured 
Trust, such Bonds are held in the custody of the 
Trustee subject to the Indenture which, in substance, 
provides that the Trustee may dispose of the Bonds 
when events occur which may affect their investment 
stability and distribute the proceeds thereof in partial 
liquidation to unit holders. However, there is no pro- 
vision permitting the bonds to be pledged or subject- 
ed to any debt by Applicant, except to the extent 
that MGIC Indemnity Corporation is secured and suc- 
ceeds to the rights of the Trustee in respect of any 
amounts of interest or principal it may pay on a de- 
faulted bond in the portfolio of the Insured Trust. 


As noted, the Sponsor contemplates that no series 

of Applicant will be created which will contain in the 
portfolio of either trust on the date of deposit, Bonds 
having a principal amount of less than $3,000,000. In 


SEC DOCKET/499 


the event the value of such a trust should decrease 
to the greater of $1,000,000 or 20% of the amount 
of the Bonds initially deposited, for any reason, the 
Trustee may, and when so directed by the Sponsor 
shall, terminate and liquidate the trust; provided, 
however, that in connection with any such liquida- 
tion it shall not be necessary for the Trustee to 
dispose of any Bond or Bonds in default because 

of nonpayment of principal or interest by the issuer 
thereof if retention of such Bond or Bonds, until 
due, shall be deemed to be in the best interests of 
unit holders. Thus, Applicant represents that it is 
highly unlikely that, except during the course of 
liquidation, the net worth of any trust would ever 
decline to $100,000 or less. 


As a further basis for the requested exemption, the 
Sponsor also represents that, in the event that the 
net worth of a trust of any series of Applicant 
should be reduced to less than $100,000 within 

90 days after the registration statement under the 
Securities Act becomes effective in respect for that 
series, the Sponsor will repurchase all units of such 
trust which have been sold prior to such date at the 
same price paid by the original purchauser, includ- 
ing sales charge. 


In addition, on the day of the deposit of the Bonds 
comprising the portfolio of a trust of any series of 
Applicant, the Sponsor will instruct the Trustee 

that, in the event Underwriters as the owners of units 
of any such trust, which have not previously be sold 
to the public, shall tender such unsold units to the 
Trustee for redemption in an amount constituting 

an aggregate of more than 60% of the number of 
units which such trust is authorized to have out- 
standing, and that thereby the net worth of such trust 
is reduced to less than 40% of the principal amount 
of Bonds originally deposited therein, the Trustee 
shall terminate such trust in the manner provided in 
the Indenture relating thereto and the Sponsor will 
refund, on demand, to each purchaser of units of 
any such trust, the entire sales charge paid by such 
purchaser without any deduction whatsoever. 


In light of these representations and undertakings, 
Applicant requests that the Commission issue an 
order exempting all series of Applicant (Series 1 
and subsequent series) from the provisions of Sec- 
tion 14(a) of the Act subject to future series and 
the trusts thereof, being substantially identical in 
all material respects to Series 1 except as to size, 
number of units and identity of portfolio bonds. 


Rule 19b-1 


Rule 19b-1(b) provides in part, that no registered 
investment company which is not a “regulated in- 
vestment company” as defined in Section 851 of 
the Internal Revenue Code of 1954 (‘“Code”’) 

shall make more than one distribution of long-term 
capital gains in any one taxable year of such invest- 
ment company. 
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Each series of Applicant is or will be a registered 
investment company which is not a regulated invest- 
ment company under the Code. From time to time 
Bonds in a portfolio of a trust of a series of Appli- 
cant may be redeemed by the issuer thereof or may 
be sold by the Trustee for the purpose of providing 
either investment stability, as described below, or 
funds for the redemption of units. These transac- 
tions may give rise to a problem under Rule 19b-1 
when the funds distributed from a Principal Account 
involve a long-term capital gain. 


The Indenture establishes record and distribution 
dates for the distribution to unit holders of their 
pro rata share of the cash balance of the Interest 
and Principal Accounts computed as of such record 
dates..Since the Trustee has no authority to reinvest 
funds received upon the disposition of Bonds, it is 
in the best interests of unit holders that it be per- 
mitted to distribute such funds as provided by the 
Indenture. Initially it is contemplated that distribu- 
tions will be made semi-annually from the Principal 
Account and monthly, quarterly or semi-annually 
from the Interest Account, depending upon the plan 
of distribution chosen by unit hoiders. 


Applicant states that distributions of principal consti- 


tuting capital gains to unit holders may arise in the 
following circumstances: (1) if an issuer calls or re- 
deems an issue held in the portfolio; and (2) if Bonds 
are sold in order to provide funds necessary to meet 
redemptions by unit holders. Applicant states that 
capital gains are not anticipated to arise from sales 
of Bonds made by the Trustee at the request of the 
Sponsors to provide stability, i.e., after default in 
payments of principal or interest on such bonds or 
the occurrence of other market or credit factors 
which, in the opinion of the Sponsor, would make 
retention of such Bonds in Applicant detrimental 
to the interests of the unit holders. Portfolio insur- 
ance terminates as to any Bond when it is sold by 
the Trustee. 


The primary objective of Applicant is tax-exempt 
income through an investment in tax-exempt bonds. 
In the case of normal distributions, it is expected 
that virtually the entire amount will represent inter- 
est received on portfolio Bonds. Applicant states 
that when sums are distributed from the Principal 
Account, the amount thereof which represents 
long-term capital gains will be minimal in compari- 
son to the total amount of the distribution and will 
have been realized almost entirely as a result of ac- 
tivities of persons other than the Applicant, the 
Sponsor or the Trustee. Accordingly, Applicant 
requests that the Commission grant an exemption 
from the provisions of Rule 19b-1 to permit distri- 
butions to be made as proposed under the Indenture 
for Series 1 and for such additional series as may be 
created in the future, even though on occasion the 
distributions may include a long-term capital gain 
to the unit holder. 
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Rule 22c-1 


Rule 22c-1 provides, in part, that redeemable securities 
of registered investment companies may not be sold, 
redeemed or repurchased except at a price based on the 
current net asset value which is next computed after 
receipt of a tender of such security for redemption or 
of an order to purchase or sell such security. For the 
purpose of the Rule, the current net asset value of any 
such security shall be that computed on each day dur- 
ing which the New York Stock Exchange is open for 
trading, not less frequently than once daily as of the 
time of the close of trading on such Exchange. 


Applicant represents that during the initial public offer- 


ing, it will fully comply with the Rule, since it is in- 
tended that there will be an evaluation made each day 
the New York Stock Exchange is open for trading. 
The first evaluation after receipt of an order for sale, 
purchase or redemption of units is the evaluation 
which will govern the terms of such transaction. Ap- 
plicant further represents that the Sponsor intends to 
maintain a market for the units and continuously to 
offer to purchase units at prices based upon the aggre- 
gate offering price of the bonds in Applicant's port- 
folio. For purposes of the secondary market transac- 
tions, an evaluation will only be made as of the last 
business day of the week, effective for transactions 
during the ensuing week. 


Applicant asserts that the pricing by the Sponsor in 
the secondary market in no way affects the assets 

f Applicant or any trust or series thereof, since all 
units of any trust or series of Applicant are issued 
and outstanding prior to any offering thereof to the 
public. Moreover, the units represent an interest in 
a fixed portfolio of bonds which is subject only to 
limited change. Therefore, the relation of a unit to 
Applicant is not affected in any manner by the price 
at which other outstanding units are sold. Finally, 
because of the nature of the bonds in the portfolio, 
price changes are expected to be gradual and to de- 
pend largely on general changes in interest rates. 


The application states that the Sponsor has under- 
taken to adopt a procedure whereby the Evaluator, 
without a formal evaluation, will provide the Spon- 
sor with estimated evaluations on trading days. In 

the case of a repurchase, if the Evaluator cannot 

state that the previous Friday’s price is at least equal 
to the current bid price, the Sponsor will order a full 
evaluation. In case of resale, if the Evaluator cannot 
state that the previous Friday’s price is no more than 
one-half point ($5.00 per $1,000 principal amount 

of underlying bonds) greater than the current offering 
price, a full evaluation will be ordered. The result of 
this procedure is that a unit holder wishing to sell 
units will not receive less from the Sponsor than 

might be received from the Applicant upon redemp- 
tion, and a purchaser of such units from the Sponsor 
will not pay more for a unit than approximately the 
Current net asset value, plus the sales charge. 


Thus, under these circumstances, after the initial 
distribution is completed, the Sponsor believes that 





it would be appropriate for Applicant and its unit 
holders to be relieved from the cost of daily evaluation 
and in lieu thereof to permit evaluations to be made 
as of the close of trading on the New York Stock Ex- 
change on the last business day of the week with each 
such evaluation to be effective for transactions during 
the ensuing week. Applicant requests an exemption 
from the provisions of Rule 22c-1 for Series 1 and 

for all subsequently created series of Applicant insofar 
as the rule may apply after completion of the primary 
distribution of units of such series. 


Section 6(c) 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt 
any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from any 
provisions of the Act or of any rule or regulation under 
the Act, if and to the extent such exemption is neces- 
sary Or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 8, 1975 at 
5:30 p.m., submit to the Commission in writing a 
request for hearing on the matter accompanied by 

a statement as to the nature of his interest, the rea- 
son for such request and the issues of fact or law 
proposed to be controverted, or he may request 

that he be notified if the Commission shall order a 
hearing thereon. Any such communication should 

be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail 
if the person being served is located more than 500 
miles from the point of mailing) upon Applicant at 
the address stated above. Proof of such service (by 
affidavit or in the case of an attorney at law by cer- 
tificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued by the Com- 
mission as of course following said date, unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9034/November 14, 1975 


In the Matter of 


EXTRACTABLE RESOURCES, INC. 
c/o James S. Morgan 

Executive Vice President 

1411 Walnut Street 

Philadelphia, Pennsylvania 19102 


(811-2467) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On September 30, 1975, a notice was issued (Invest- 
ment Company Act Release No. 8963) that Extract- 
able Resources, Inc. (““Applicant’’), registered under 
the Investment Company Act of 1940 (the “‘Act’’) 
as a diversified, closed-end company, had filed an 
application on April 30, 1975, and an amendment 
thereto on August 18, 1975, pursuant to Section 8(f) 
of the Act, for an order of the Commission declaring 
that Applicant has ceased to be an investment com- 
pany as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application might be issued upon the basis of 
the information stated therein unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Extractable Resources, 
Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9035/November 18, 1975 


In the Matter of 
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FINANCIAL INTERNATIONAL CORPORATION 
1701 Pennsylvania Avenue, N. W. 
Washington, D. C. 20006 


FINANCIAL GENERAL BANKSHARES, INC. 
1701 Pennsylvania Avenue, N. W. 
Washington, D. C. 20006 


EMPIRE SHARES CORPORATION 
1701 Pennsylvania Avenue, N. W. 
Washington, D. C. 20006 


and 


BANK OF BUFFALO 
17 Court Street 
Buffalo, New York 14202 


(812-3862) 


ORDER PURSUANT TO SECTION 17(d) OF THE 
INVESTMENT COMPANY ACT OF 1940 AND 
RULE 17d-1 THEREUNDER 


Financial International Corporation, a Delaware 
corporation (““FIC’’) registered as a closed-end 
non-diversified management investment company 
under the Investment Company Act of 1940, as 
amended, (the ““Act’’), Financial General Bank- 
shares, Inc., a Virginia corporation (“FG”), a 

bank holding company registered under the Bank 
Holding Company Act of 1956 (the “Bank Hold- 
ing Company Act’’), Empire Shares Corporation, 

a Delaware Corporation (“Empire”), a wholly owned 
subsidiary of FG and a registered bank holding com- 
pany under the Bank Holding Company Act, and 
Bank of Buffalo, a New York State banking corpora- 
tion (“Buffalo”), which is a majority-owned subsidi- 
ary of Empire, have filed an application on Septem- 
ber 19, 1975 pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder for an order of the Com- 
mission permitting the parties to participate as prin- 
cipals in a certain joint transaction. The aforemen- 
tioned persons hereinafter are referred to collective- 
ly as ““Applicants’’. 


On October 14, 1975, a notice was issued (Invest- 
ment Company Act Release No. 8987) of the filing 
of this application. The notice gave interested per- 
sons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course on the basis of the information 
stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the participation of Applicants in the proposed 
transactions is consistent with the provisions, poli-. 














cies, and purposes of the Act, and not on a basis 
ifferent from or less advantageous than that of 
ny other participant. Accordingly, 


IT |S ORDERED, pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, that the appli- 
ration to permit the sale by Empire of the shares 
of capital stock of Buffalo owned by Empire be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Invest- 
ment Management Regulation, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9036/ November 18, 1975 


In the Matter of 


AMCAP FUND, INC. 
MERICAN MUTUAL FUND, INC. 
HE BOND FUND OF AMERICA, INC. 
THE GROWTH FUND OF AMERICA, INC. 
THE INCOME FUND OF AMERICA, INC. 
THE INVESTMENT COMPANY OF AMERICA 
NEW PERSPECTIVE FUND, INC. 
WASHINGTON MUTUAL INVESTORS FUND, INC. 


AMERICAN FUND OF GOVERNMENT SECURITIES, 


INC. 


and 


AMERICAN FUNDS DISTRIBUTORS, INC. 
611 West Sixth Street 
Los Angeles, California 90017 


(812-3855) 


ORDER PURSUANT TO SECTION 11(a) OF THE 
ACT TO PERMIT AN OFFER OF EXCHANGE 

AND SECTION 6(c) TO PROVIDE AN EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND RULE 
22d-1 THEREUNDER 


On October 14, 1975 notice was issued (Investment 
Company Act Release No. 8984) of an application 
by AMCAP Fund, Inc., American Mutual Fund, Inc., 
§ phe Bond Fund of America, Inc., The Growth Fund 
6: America, Inc., The Income Fund of America, Inc., 
The Investment Company of America, New Perspec- 















tive Fund, Inc., and Washington Mutual Investors 
Fund, Inc. (herein collectively referred to as the 
“Funds” and each individually as a “Fund”), and 
American Fund of Government Securities, Inc. 
(“AFGS"), each of which is registered as an open- 
end investment company under the Investment 
Company Act of 1940 (the ““Act’’) and American 
Funds Distributors, Inc. (““AFD*’) (collectively 
referred to with the Funds and AFGS as the ““Ap- 
plicants”’) for an order (1) pursuant to Section 

11(a) of the Act to permit the Funds to offer to 
exchange their shares for shares of AFGS on a basis 
other than their relative net asset value per share at 
the time of the exchange and (2) pursuant to Sec- 
tion 6(c) of the Act granting exemptions from 
Section 22(d) of the Act and Rule 22d-1 thereunder 
in connection with such exchanges. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate and in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT iS ORDERED, pursuant to Section 11(a) of the 
Act, that the proposed exchange offer be, and here- 
by is approved, and 


IT iS FURTHER ORDERED, pursuant to Section 
6(c) of the Act, that the application for exemption 
from Section 22(d) of the Act and Rule 22d-1 there- 
under, to the extent requested, be and hereby is 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9037/November 18, 1975 


In the Matter of 


DANA ASSOCIATES 
52 Marginal Way 
Portland, Maine 04104 


(81 1-963) 
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ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT COMPANY HAS 
CEASED TO BE AN INVESTMENT COMPANY 


Dana Associates (““Applicant’’), a Maine corpora- 
tion, registered under the Investment Company Act 
of 1940 (“Act”) as a closed-end, diversified manage- 
ment investment company, filed an application on 
August 5, 1975, and an amendment thereto on 
September 9, 1975, pursuant to Section 8(f) of the 
Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company 
as defined in the Act. 


On October 14, 1975, a Notice (Investment Com- 
pany Act Release No. 8983), was issued on the filing 
of said application. The notice gave interested per- 
sons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be order- 
ed. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 
8(f) of the Act, that the registration of Dana As- 
sociates shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9038/November 19, 1975 


in the Matter of 
THE CHEAPSIDE DOLLAR FUND LIMITED 
and 


INTERNATIONAL HOLDINGS CORPORATION - 
One State Street 
New York, New York 10004 


(812-3864) 


NOTICE OF FILING OF APPLICATION FOR AN 


ORDER OF EXEMPTION PURSUANT TO SECTION 


17(b) OF THE ACT 
504/SEC DOCKET 


NOTICE IS HEREBY GIVEN that the Cheapside 
Dollar Fund Limited (“Cheapside”), an open-end 
non-diversified management investment company 
registered under the Investment Company Act of 
1940 (‘Act’), and International Holdings Corpora- 
tion (“Holdings”), a closed-end diversified manage- 
ment investment company registered under the Act 
(collectively referred to as ‘“‘Applicants’’), filed an 
application on September 30, 1975, and an amend- 
ment thereto on November 14, 1975, pursuant to 
Section 17(b) of the Act for an order of the Com- 
mission exempting from the provisions of Section 17 
(a) of the Act the proposed merger of Holdings into 
Cheapside. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicants state that Cheapside was organized as a 
Maryland corporation in 1969 and that as of June 30, 
1975 it had 2,358,948 shares outstanding and net 
assets of $27,126,587. The present primary invest- 
ment objective of Cheapside is said to be growth of 
capital; income, while a factor in portfolio selection, 
is secondary to Cheapside’s principal objective. Ap- 
plicants state also that Holdings was organized as a 
Maryland corporation in 1958 and that as of June 
30, 1975 it had 5,330,381 shares outstanding and 
net assets of $79,131,001. It is said that Holdings 
has traditionally invested in common stocks with a 
view to obtaining for its stockholders growth of 
capital, while at the same time obtaining a reasonable 
return thereon. 


According to the application, Schroders Incorporated, 
through its Schroder Naess & Thomas Division, acts 
as investment adviser to Cheapside. Schroder Trust 
Company acts as investment adviser to Holdings. 
Schroder Trust Company is a wholly owned subsidiary 
of J. Henry Schroder Banking Corporation which, in 
turn, is a wholly owned subsidiary of Schroders Incor- 
porated. Applicants also declare that they have one 
director in common, as well as certain officers in com- 
mon. Consequently, the Applicants assert that they 
may be deemed to be under common control. Section 
2(a)(3) of the Act, in part, defines an affiliated person 


of another person to include any person under common 


control with such other person. Therefore, Cheapside 
and Holdings claim that they may be deemed to be 
affiliated persons of each other. 


Cheapside and Holdings state that they propose to 
enter into an Agreement and Articles of Merger 
(“Merger Agreement”) pursuant to which Holdings 
will be merged into Cheapside (which will be the sur- 
viving corporation) in accordance with Maryland law; 
and that the separate corporate existence of Holdings 
will cease. Applicants state further that the Merger 
Agreement has been approved by the Applicants’ 
boards of directors and must be approved by a ma- 
jority of the outstanding voting securities of each of 
the Applicants. It is said that at the meeting of share- 
holders of Cheapside to be held to consider the 
merger, the shareholders will also consider authorizing 
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(1) the change in Cheapside’s subclassification under 
Act to a diversified investment company, and (2) 
approval of a new investment advisory contract 

ith Schroders Incorporated. According to the appli- 

cation, the consummation of the merger is condi- 
tioned, among other things, on the approval of these 
two matters which require the affirmative vote of the 
lesser of (1) 67% or more of the Cheapside common 
stock present at the meeting if the holders of more 
than 50% of the outstanding Cheapside common 

stock are present or represented by proxy, or (2) 

more than 50% of the outstanding Cheapside com- 

mon stock. In addition, it is proposed that upon con- 

summation of the merger, the one percent redemp- 
tion fee to which the shares of Cheapside common 
stock are presently subject will be eliminated. 





Applicants state that on the effective date of the 
merger, the outstanding shares of Holdings’ capital 
stock held of record by each of its shareholders will 
be converted into shares of common stock of Cheap- 
side having the same aggregate net asset value as such 
shareholder’s shares of Holdings’ capital stock, both 
valued as of the close of business on the last business 
day prior to the effective date of the merger; that 
these net asset values will be adjusted to reflect ex- 
penses of the merger to be borne by the Applicants, 
if any, and in the case of Holdings for the distribu- 
tion of income and realized gains, if any, Holdings 
is required to make shortly before the merger is 
effective; and that no fractional shares of Cheapside 
mmon stock will be issued but, rather, former 
Gjpices of Holdings’ capital stock who otherwise 
sould be entitled to receive a fractional share will, 
in lieu thereof, receive payment in an amount equal 
to the net asset value of such fractional share inter- 
est similarly valued. 


The application discloses that of the voting stock of 
Holdings, approximately 32% is held of record by 

J. Henry Schroder Wagg & Co., Ltd., and approxi- 
mately 6% is held of record by Weststock Nominees 
Ltd. Applicants state, however, that upon inquiry 
they have no knowledge that any person beneficially 
owns 5% or more of such voting stock. 


The application contains the following representations 
concerning the federal income tax positions of the Ap- 
plicants. On October 31, 1974, Cheapside had a 
realized capital loss carry forward of approximately 
$2,703,000, expiring $979,000 in 1978 and $1,724,- 
000 in 1979; for the eight months ended June 30, 
1975, Cheapside had net realized losses of $1,265,482. 
At December 31, 1974 Holdings had no realized 

capital loss carry forward; for the six months ended 
June 30, 1975, Holdings had net realized losses of 
$2,570,155. In addition, at June 30, 1975, Cheap- 

side had net unrealized appreciation of the securities 

in its portfolio of $4,553,948 and Holdings had a net 
unrealized depreciation of $6,319,076. 


In the computation of the Applicants’ net asset values, 
is proposed that no adjustment will be made to com- 
nsate for any potential federal income tax impact 

to the shareholders of Applicants which might result 








from the situation described above. Applicants assert 
that there.is no assurance that capital gains may be 
realized against which capital loss carry forward may 
be offset and that the directors of Applicants believe 
that no adjustment can be demonstrated to result in 
fairer treatment for the shareholders of the Applicants 
than not making any adjustment since any such adjust- 
ment would have to relate to individual shareholders 
with different objectives, holding periods, tax bases 
and tax rates. 


Applicants state that Cheapside’s adviser has inform- 
ed them that it has no present intention to liquidate 
any portion of Holding’s portfolio on the basis of 
unsuitability. Applicants further state that post-merger 
liquidation of portfolio securities in order to satisfy 
near-term redemption requests by former Holdings share- 
holders is not expected to result in brokerage fees 
which would reduce the net asset value per share of 
the surviving company by as much as $.01. Applicants, 
therefore, do not propose to adjust the net asset value 
of Holdings, as computed for purposes of the merger, 
to reflect anticipated brokerage fees. 


The proposed investment advisory contract between 
Cheapside and Schroders Incorporated is said to con- 
tain substantially the same terms as the existing in- 
vestment advisory contract, except that the annual 
advisory fee under the proposed investment advisory 
contract is 1/2 of 1% of net assets up to $100;000,000 
and 3/8 of 1% of net assets in excess of $100,000,000, 
while the annual advisory fee under the existing ad- 
visory contract is 1/2 of 1% of net assets with no pro- 
vision for reduction of the rate. The material differ- 
ences between the present advisory arrangements of 
Holdings with Schroder Trust Company and Cheap- 
side with Schroders Incorporated are asserted to be 
that (1) the fee paid by Holdings to its adviser on an 
annual basis if 1/4 of 1% of the market value of invest- 
ments while Cheapside pays its adviser an annual fee of 
1/2 of 1% of net asset value, and (2) in addition to the 
services provided Cheapside by its adviser, Holdings’ 
adviser furnishes secretarial, clerical and bookkeeping 
services. 


Section 17(a) of the Act provides, in part, that it shall 
be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such 
a person, acting as principal, knowingly to sell to or 
purchase from such registered company any security 
or other property. Section 17(b) of the Act provides, 
in part, that the Commission, upon application, shall 
exempt a proposed transaction from the provisions 
of Section 17(a) if evidence establishes that the terms 
of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair 
and do not involve overreaching on the part of any 
person concerned and that the proposed transaction 
is consistent with the policy of each registered in- 
vestment company concerned and with the general 
purposes of the Act. Applicants request an order of 
the Commission exempting from the provisions of 
Section 17(a) of the Act the proposed merger of 
Holdings into Cheapside. 
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Applicants represent that the terms of the proposed 
transaction, including the consideration, are reasonable 
and fair to all parties and do not involve overreaching 
on the part of any person concerned. In the merger, 
shareholders of Holdings will receive shares of Cheap- 
side on the basis of their respective net asset values as 
of the last business day prior to the effective date of 
the merger. Applicants state that Schroders Incorpor- 
ated has agreed to bear the first $150,000 of the Ap- 
plicants’ expenses of the merger; that, while at this 
time such expenses cannot be estimated with certain- 
ty, it is believed that they will not be materially in 
excess of this amount; and that such expenses in ex- 
cess of $150,000 will be borne by Applicants in pro- 
portion to their respective aggregate net assets as of 
the last business day prior to the effective date of the 
merger. 


Applicants claim that the merger is advantageous to 
Applicants for the following reasons: 


(1) It is anticipated that the operating expenses as 
a percentage of net asset value will be less for Cheap- 
side after the merger than before largely because the 
increase in net assets which the merger will effect 
will be accompanied by economies in certain areas 
of expense such as legal and auditing. Although the 
operating expense ratio of Holdings (which does not 
include interest payable on its 4 3/4% and 4 7/8% 
Notes which are to be paid before the merger is con- 
summated) is expected to decrease from these econ- 
omies and the elimination of officers’ salaries, this 
ratio is expected to increase as a result of the mer- 
ger, principally by reason of the increased advisory 
fee and the diminution of services, mainly book- 
keeping, presently provided pursuant to Holdings’ 
advisory agreement. It is claimed that, in consider- 
ing the proposed merger, the Directors of Holdings 
recognized that while the advisory fee charged 
Cheapside was greater than that currently charged 
Holdings, the latter fee was substantially lower 

than that generally charged investment companies 
of a similar size. 


(2) Holdings’ shareholders are expected to bene- 
fit from the merger in that in exchange for their 
shares of Holdings’ capital stock, they will receive 
shares of Cheapside Common Stock redeemable 
at net asset value. As a closed-end company, Hold- 
ings’ capital stock has been traded on stock ex- 
changes in New York and London. It is said that 
the trading price quoted on such exchanges his- 
torically has been at a discount (frequently sub- 
stantial) from net asset value; that the trading 
volume has been light; and that it is expected that 
the merger will result in increased liquidity for 
Holdings’ shareholders while permitting them to 
maintain their investment in an investment com- 
pany with investment objectives substantially the 
same as Holdings’ current objectives. 


Applicants assert that the investment objectives 
of both Applicants are substantially the same; 
that upon consummation of the merger Cheap- 
side’s subclassification under the Act will be 
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changed to “‘diversified’’ (which is Hoidings’ sub- 
classification); and that Holdings has, as a matter of 
practice, observed for many years substantially the 
same investment policies and restrictions as Cheap- 
side has observed even though, as a closed-end in- 
vestment company which is not required to keep a 
current prospectus, Holdings’ Registration Statement 
and reports on file with the Commission do not, as 
formally as Cheapside’s, set forth Holdings’ invest- 
ment policies and restrictions. Applicants represent 
that it is believed by the respective Boards of Direc- 
tors of the Applicants and by their advisers that the 
securities in Holdings’ portfolio are consistent with 
Cheapside’s policies and restrictions. For these rea- 
sons, Applicants assert that the proposed transaction 
is consistent with the investment policy and the in- 
vestment objectives of each Applicant. 


Applicants further assert that the proposed merger 
is consistent with the genera! purposes of the Act 
and will not involve any practices which Section 
17(a) or any other provision of the Act is designed 
to prevent. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 12, 1975 

at 5:30 p.m., submit to the Commission in writing 
a request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or 
by mail (air mail if the person being served is lo- 
cated more than 500 miles from the point of mail- 
ing) upon the Applicants at the address stated 
above. Proof of such service (by affidavit or, in 

the case of an attorney at law, by certificate) shall 
be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course following 
said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9039/November 19, 1975 





In the Matter of 


LIQUID DAILY RESOURCES FUND 
555 Capitol Mall 

P.O. Box 3008 

Sacramento, California 95812 


(811-2515) 


ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT COMPANY HAS CEASED 
TO BE AN INVESTMENT COMPANY 


On October 23, 1975 a notice was issued (invest- 
ment Company Act Release No. 9000) of an appli- 
cation filed on July 14, 1975 and amended on 
August 19, 1975 by Liquid Daily Resources Fund 
(“Applicant’’), registered under the Investment 
Company Act of 1940 (“‘Act’”’) as an open-end, 
diversified management investment company, 
for an order of the Commission pursuant to Sec- 
tion 8(f) of the Act declaring that Applicant has 
ceased to be an investment company as defined 
in the Act. The notice gave interested persons an 
opportunity to request a hearing and stated that 

n order disposing of the application would be 

ed as of course unless a hearing should be 

rdered. No request for a hearing has been filed 

and the Commission has not ordered a hearing. 


The matter has been considered and it is found 
that Applicant has ceased to be an investment 
company. Accordingly, 


IT iSORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Liquid Daily Resources 
Fund under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9040/November 20, 1975 


In the Matter of 


PATHE INDUSTRIES, INC. 

c/o Samuel H. Sagett, Esq. 
Stassen, Kostos and Mason 

2300 Two Girard Plaza 
Philadelphia, Permmsylvania 19102 


(812-3540) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER EXEMPTING A PROPOSED TRANSAC- 
TION FROM THE PROVISIONS OF SECTION 
17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Pathe Industries, 
inc. (“Pathe’”’), a closed-end, non-diversified, man- 
agement investment company, registered under the 
Investment Company Act of 1940 (“‘Act’’), filed 

an application on October 25, 1973, and amend- 
ments thereto on April 16, 1974, June 13, 1974, 
October 2, 1974, June 16, 1975, October 28, 1975, 
and November 4, 1975, pursuant to Section 6(c) 

of the Act, for an order of the Commission exempt- 
ing from the provisions of Section 17(a) of the Act 
a proposed agreement dated October 31, 1972 (the 
“1972 Agreement”) designed to settle all outstand- 
ing disputes between Pathe, its wholly owned sub- 
sidiary Theta Enterprises, Inc. (“Theta”), Pathe 
Laboratories, Inc. (“Laboratories”) a wholly owned 
subsidiary of Theta, (collectively referred to as the 
“Companies”), and Cadence Industries Corporation 
(“Cadence”) resulting from the sale of substantially 
all of the assets of Laboratories to Cadence in 1967. 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


In June of 1967, Cadence, at that time called Per- 
fect Film and Chemical Corporation, obtained 
control of Pathe by acquiring 9.5% of Pathe’s 
common stock. Subsequent to obtaining control 

of Pathe, Cadence entered into an agreement, dated 
October 27, 1967 (the “1967 Agreement’’), where- 
by Cadence acquired the principal assets of Labor- 
atories, independently valued by Standard Research 
Consultants, Incorporated, at $9,729,000, for 
$3,025,000 in cash, 45,000 shares of Cadence 
Convertible $3.50 Cumulative Preferred Stock, 
Series B (the “Preferred Stock’L), 40,000 shares 

of Cadence common stock (the “Common Stock”), 
warrants to purchase 209,220 shares of Cadence 
common stock, (the “1967 Warrants”) and the 
assumption by Cadence of substantially all the re- 
corded liabilities of Laboratories. 


As a consequence of this transaction, Pathe regis- 
tered under the Act as a closed-end investment 
company on April 11, 1968 and Cadence, as the 
owner of 9.5% of the outstanding common stock 
of Pathe, became an affiliated person of a regis- 
tered investment company. 
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Pursuant to the 1967 Agreement, Cadence also 
issued to Laboratories two put options designated 
as a Five-Year Put Option and a Continuing Put 
Option. Under the Five-Year Put Option, Cadence 
was required to purchase up to an aggregate of 
2,000 shares of the Preferred Stock during each 
of the five calendar years commencing January 1, 
1968 at a purchase price of $100 per share, pro- 
vided all such funds were used for payment of ma- 
turing contingent liabilities of Pathe not assumed 
by Cadence. The Continuing Put Option required 
Cadence to purchase up to an aggregate of 2,000 
shares of the Preferred Stock at a purchase price 
of $100 per share during each calendar year com- 
mencing January 1, 1973, without any limitation 
on the use of such funds. 


Martin Ackerman (“Ackerman”), who had served 
as Chairman of the Board and President and Chief 
Executive Officer of both Cadence and Pathe 
from July 1967 until June 9, 1969, resigned as 
President and Chief Executive Officer of Cadence 
on that latter date and ceased to serve as Chairman 
of the Board of Directors of Cadence on September 
T5, 1969. Samuel Shapiro (“Shapiro”), who had 
served as a director and as secretary for both Ca- 
dence and Pathe from June 1967 until September 
15, 1969, ceased to serve Cadence in those capa- 
cities on that latter date. Ackerman is not present- 
ly either an officer or a director of Pathe. Shapiro 
is the present Chairman of the Board of Directors 
of Pathe. At the present time, neither Pathe nor 
Cadence have any common officers or directors. 
It is stated that both Ackerman and Shapiro are 
involved in disputes with the present management 
of Cadence concerning employment contracts be- 
tween Cadence and such individuals entered into 
prior to their departures..It is represented that 
such disputes have not been settled and do not 
have any connection with the 1972 Agreement. 
Cadence is appealing a lower court decision favor- 
able to Shapiro on his employment contract with 
Cadence. 


It was contemplated by the 1967 Agreement that 
the 1967 Warrants would be distributed to Pathe’s 
stockholders as a dividend upon their effective re- 
gistration under the Securities Act of 1933 (the 
“1933 Act’) and would be exercisable for a period 
of 14 months from the effective date of registration 
or until December 31, 1969, whichever occurred 
first, at $48 per share of Cadence common:stock 
or, if lower, the average market price of such stock 
on the New York Stock Exchange on the day preced- 
ing the effective date. When the processing of Ca- 
dence’s registration statement was substantially de- 
layed and it became evident that the 1967 Warrants - 
would expire before their distribution to Pathe 
stockholders, an agreement, dated September 15, 
1969, was entered into by Pathe and Cadence mod- 
ifying the terms of the 1967 Warrants to provide 
for their expiration fourteen months after their 
distribution to Pathe stockholders without refer- 
ence to a day certain. Such a modification consti- 
tuted a purchase and sale under Section 17(a) of 
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the Act and Pathe applied, pursuant to Section 17(b) 
of the Act, for an order of the Commission exempt- 
ing the modification of the warrants from Section 
17(a) of the Act. On April 13, 1972, the Commission 
issued an opinion and order (Investment Company 
Act Release No. 7054) granting, pursuant to Section 
17(b) of the Act, an exemption from the provisions 
of Section 17(a) of the Act in connection with the 
modification of the 1967 Warrants. 


Cadence and Pathe have been involved in a contin- 
uing dispute over the 1967 Agreement ever since 
the management change on September 15, 1969. 
In October 1970, Cadence filed suit against Pathe 


and Ackerman, among others, alleging damages amount- 


ing to several million dollars resulting from the 1967 
Agreement. 


Cadence has continually refused (1) to purchase the 
Preferred Stock tendered by Pathe under the Five- 
Year Put Option, (2) to convert shares of the Pre- 
ferred Stock into shares of Cadence common stock, 
(3) to list on the New York Stock Exchange the 
40,000 shares of Common Stock held by Pathe or 
issue official certificates representing such shares, 
or (4) to register, under the 1933 Act, the 1967 
Warrants and the common stock issuable on exer- 
cise thereof. In addition, since February 1, 1971, 
Cadence has issued, but attached and placed in 
escrow, dividends totalling $159,750 on the Pre- 
ferred Stock held by Pathe. 


Pathe’s inability to derive any benefit from the 
1967 Agreement due to the continuing dispute 
with Cadence, the existence of contingent liabili- 
ties of Pathe and Laboratories not assumed by 
Cadence, a $233,302 judgment obtained by one 
of Pathe’s creditors, and other financial pressure 
caused by other outstanding claims and pending 
litigation resulted in Pathe’s filing for arrangement 
under Chapter XI! of the Bankruptcy Act. 


The Plan of Arrangement (the “’Plan’”’) presently 
pending before the bankruptcy court has been 
approved by the creditors of Pathe, the sharehold- 
ers of Pathe, the bankruptcy court and the federal 
district court. An integral part of the Plan is the 
1972 Agreement. Pathe asserts that the ability to 
implement the Plan is dependent on Commission 
approval of the 1972 Agreement. 


The 1972 Agreement provides for Cadence to use 
its best efforts to have 40,000 shares of its com- 
mon stock (the “Common Shares”) listed on the 
New York Stock Exchange, and, if successful, 

the Common Shares would then be registered in the 
name of and delivered to Laboratories upon delivery 
by Laboratories of the certificate for 40,000 shares 
of the Common Stock received by Laboratories 
under the 1967 Agreement. Laboratories would 

be permitted, if it chooses, to sell such stock and 
any funds derived from such sale or sales of the 
Common Shares would be placed in an escrow 

fund pending a closing under the 1972 Agreement 
(the ““Closing”). , 




















Laboratories would be entitled to withdraw sufficient 
nies from such escrow fund to pay all necessary 

nd proper expenses in connection with the holding 
of a meeting of Pathe shareholders called for the 
purpose of approving the 1972 Agreement. Pathe 
and the court appointed receiver for Pathe notified 
Cadence on September 19, 1975, that they intended 
to sell such shares at the then market price of $2 a 
share. Cadence thereafter elected to exercise its op- 
tion under the 1972 Agreement to repurchase such 
shares at the market price obtainable by Pathe. The 
proceeds of this sale, less the expenses incurred in 
connection with a special meeting of Pathe sharehold- 
ers held on September 12, 1975, have been deposited 
in the account of the receiver. 


With respect to the 1967 Warrants, the 1972 Agree- 
ment provides for Cadence to issue warrants to pur- 
chase 209,220 shares of Cadence common stock (the 
“1972 Warrants”) in exchange for the 1967 War- 
rants held by Pathe. Cadence would be obligated to 
use its best efforts to have a registration statement 
under the 1933 Act (the ‘Registration Statement’’) 
declared effective covering the 1972 Warrants and 
sufficient shares of its common stock to permit the 
exercise of such warrants. The 1972 Warrants would 
be exercisable within fourteen months after their 
transmittal to Pathe stockholders at the lower of 

$8 per share or 100% of the market price of Cadence 
common stock on the New York Stock effective date 
of the Registration Statement. 


1972 Agreement provides for Cadence to pur- 
chase from Laboratories at $22 per share all the Pre- 
ferred stock to which it has clear title free of 
any claims of third parties. At the Closing, Cadence 
is to pay Laboratories $500,000 in cash and give an 
installment promissory judgment note for $490,000 
payable in two equal installments within 180 days 
of the Closing. The amount payable will be reduced 
by $22 per share for each share Laboratories is un- 
able to deliver. 


Cadence has further agreed to pay the $159,750 in 
dividends on the Preferred Stock which it has issued 
and attached, together with interest at 6% per annum 
from the date of each dividend payment to the Clos- 
ing. 


As acondition for entering into the 1972 Agreement, 
Cadence requested that Pathe pruchase for $80,000 
the 401,220 shares of Pathe common stock which 
Cadence owns. Pathe’s Board of Directors determin- 
ed that any available funds which Pathe may receive 
should not be expended for this purpose. Conse- 
quently, E. Eugene Mason (‘‘Mason’’), counsel for 
Pathe and a holder of 6,000 shares of Pathe, has 
undertaken to locate interested investors for such 
stock or to acquire it himself for the negotiated 
purchase price of $80,000. 







lence and Pathe, by reason of Cadence’s owner- 
ship of 9.5% of Pathe’s common stock and Pathe’s 
subsequent registration under the Act in April 


1968, are affiliated persons of each other within 
the meaning of Section 2(a)(3) of the Act. Section 
17(a) of the Act, in pertinent part, provides that 

it is unlawful for any affiliated person of a regis- 
tered investment company knowingly to sell to 

or purchase from such registered investment com- 
pany any security or other property except securi- 
ties of which the investment company is the issuer. 
Pursuant to Section 17(b) of the Act, the Commis- 
sion, upon application, may grant an exemption 
from such prohibition after finding that the terms 
of the proposed transaction are fair and reasonable 
and do not involve overreaching on the part of any 
person concerned and that the proposed transac- 
tion is consistent with the policy of each registered 
investment company concerned and the general 
purposes of the Act. 


It is asserted that the terms of the proposed trans- 
action are fair and reasonable and do not involve 
overeaching on the part of any person concerned 
since all negotiations resulting in the 1972 Agree- 
ment were held at arms length. It is further asserted 
that any inference of an inability to deal at arms 
length created by Cadence’s ownership of Pathe 
securities is negated by the long period of differ- 
ences between Cadence and Pathe and by the fail- 
ure to have any interrelationship between manage- 
ments. The 1972 Agreement was negotiated by 
Mason and the court appointed receiver of Pathe, 
subject to the approval of Pathe’s directors. Acker- 
man and Shapiro did not take part in the negotiations 
leading to the 1972 Agreement. It is stated that no 
relationship exists between Cadence and Mason, 
Mason, however, is a general creditor of Pathe in 
the amount of $75,000 for legal services performed 
while a member of the firm of Mason & Ringe. The 
law firm of Stassen, Kostos and Mason, which act 
as legal counsel for Pathe, expect to receive a fee 

in an amount determinable by the bankruptcy 
court for services rendered in connection with the 
administration of the bankruptcy proceedings. 


it is represented that the 1972 Agreement is in 

all respects identical to the 1967 Agreement, with 
the exception of the redemption price of the Pre- 
ferred Stock and the exercise price of the 1972 
Warrants which reflect the present value of the 
Preferred Stock and Cadence common stock. It 

is anticipated that the 1972 Agreement will yield 
$1,500,000 in cash for Pathe of which amount 
approximately $1,153,675 will go to pay the costs 
of administration, the judgment creditor, the other 
priority creditors, tax claims, and the general credi- 
tors in accordance with the Plan. The Pathe 
shareholders will receive the 1972 Warrants. 


It is stated that the 1972 Agreement has been 
approved by the creditors and shareholders of 
Pathe and, as part of the Plan under the bankruptcy 
proceedings, by the bankruptcy court, and the 
federal district court. It is further stated that the 
bankruptcy court has specifically found and de- 
clared that the terms of the 1972 Agreement, 
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including the consideration to be paid and received, 
are reasonable and fair and do not involve over- 
reaching on the part of the parties thereto. Grant- 
ing of the requested exemption, the Companies 
assert, will provide a basis for the resolution of their 
financial obligations and the settling of litigation 
and all outstanding disputes with Cadence. It is sub- 
mitted that the proposed transaction is necessary 
and appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


Section 6(c) of the Act, in pertinent part, provides 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
Person, security or transaction, or any class or 
classes of persons, securities or transactions, from 
any provision or provisions of the Act, if and to 
the extent that such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 11, 1975, 

at 5:30 p.m., submit to the Commission in writing 
a request for a hearing on the matter accmpanied 
by a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or 
in the case of an attorney at law, by certificate) 
shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order dispos- 
ing of the application will be issued as of course 
following December 11, 1975, unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9041/November 20, 1975 


In the Matter of 


THE INVERNESS FUND, INC. 
345 Park Avenue 
New York, New York 10022 


(811-1603) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 8(f) OF THE ACT FOR AN 
ORDER DECLARING THAT COMPANY HAS 
CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Inverness 
Fund, Inc. (“Applicant”), a Maryland corporation 
operating as an open-end, diversified, management 
investment company registered under the Invest- 
ment Company Act of 1940 (“Act”), has filed an 
application on September 16, 1975, for an order 
of the Commission declaring that the Applicant 
has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred 
to the application on file with the Commission for 
a statement of the representations contained there- 
in, which are summarized below. 


Applicant states that on September 12, 1974, pur- 
suant to Articles of Sale and Transfer and Plan of 
Reorganization (‘Plan’) approved by its stock- 
holders, it transferred substantially all of its pro- 
perty and assets to Inverness Growth Fund, Inc. 
(“Growth”), an open-end, diversified, management 
company registered under the Act. Applicant fur- 
ther states that said Plan was approved by an order 
of the Commission dated July 17, 1974 (Invest- 
ment Company Act Release No. 8429). 


Applicant represents that pursuant to the Plan it 
received 27,336 shares of voting common stock 

of Growth; which shares were distributed to share- 
holders of Applicant in the ratio of 1.14549 shares 
of Growth for each share of Applicant in redemp- 
tion and cancellation of Applicant’s shares. 


Applicant further represents that it was dissolved 
under the provisions of the laws of Maryland on 
July 31, 1975. Applicant states that it is not pre- 
sently conducting any business and no longer has 
any shareholders. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order, and upon the effectiveness of such order the 
registration of such company shall cease to be in 
effect. 














OTICE IS FURTHER GIVEN that any interested 
rson may, not later than December 15, 1975 at 
:30 p.m., submit to the Commission in writing a 
request for a hearing on this matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request, and the issues of fact or 
law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air 
mail if the person being served is located more than 
500 miles from the point of mailing) upon Appli- 
cant at the address set forth above. Proof of such 
service (by affidavit or, in case of an attorney at 
law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
hority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9042/November 28, 1975 


In the Matter of 


THE FORE FUND, INC. 


and 


THE PARTNERS FUND, INC. 
120 Broadway 
New York, New York 10005 


(812-37787) 


here PERMITTING WITHDRAWAL OF APPLI- 
TION 





On October 15, 1975, a notice was issued (Invest- 
ment Company Act Release No. 8890) of an 
application filed on March 10, 1975, and amended 
on June 13, 1975, by The Fore Fund, Inc. and 
The Partners Fund, Inc., registered under the In- 
vestment Company Act of 1940 (““Act”’) as diver- 
sified, closed-end investment companies, for an 
order of the Commission pursuant to Section 
6(c) of the Act declaring that Dr. Frederick P. 
Rose shall not be deemed to be an “interested 
person” of Fore or Partners, within the meaning 
of Section 2(a)(19) of the Act, solely by reason 
of his status as director of Home Life Insurance 
Company, a registered broker-dealer under the 
Securities Exchange Act of 1934. The notice gave 
interested persons an opportunity to request a 
hearing and stated that an order would be issued 
as of course unless a hearing should be ordered. 


Subsequent to the filing of the application, Rose 
resigned from the Board of Directors of both 
Fore and Partners. For this reason on November 
3, 1975, Fore and Partners requested that the 
application be withdrawn. 


The matter has been considered and it has been 
found appropriate to permit the withdrawal of 
the pending application. Accordingly, 


IT IS ORDERED that the aforementioned appli- 
cation be, and is hereby withdrawn effective 
forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9043/November 20, 1975 


In the Matter of 


THE SIXTY-SEVEN TWENTY FUND, INC. 
2324 First Financial Tower 
Tampa, Florida 33602 


(811-2408) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED 

TO BE AN INVESTMENT COMPANY 
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NOTICE IS HEREBY GIVEN that the Sixty-Seven 
Twenty Fund, Inc. (“Applicant”), an open-end, 
diversified management investment company regis- 
tered with the Commission under the Investment 
Company Act of 1940 (‘‘Act’’), has filed an appli- 
cation pursuant to Section 8(f) of the Act for an 
order of the Commission declaring that Applicant 
has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred 
to the application on file with the Commission for 
a statement of the facts and representations con- 
tained therein, which are summarized below. 


Applicant states that it was organized as a Florida 
corporation on June 20, 1973, and registered under 
the Act by filing a Form N-8A Notification of Re- 
gistration on August 3, 1973 and a Form N-8B-1 
Registration Statement on August 24, 1973. 


Applicant states that on April 11, 1975, its share- 
holders voted to dissolve Applicant and wind up 
its business. Applicant represents taht it is not in 
the business of issuing, nor does it intend to issue 
or offer for sale, any security of which it is the 
issuer. Applicant further states that it is not en- 
gaged in, nor does it propose to engage in, any 
business of investing, reinvesting, owning, hold- 
ing, or trading in securities, nor does it own, or 
propose to acquire, any investment securities. 


Applicant further represents that it has made pro- 
vision for distribution to its shareholders al! of its 
assets except for the sum of $5,000 representing 
a reserve established for the prupose of meeting 
the expenses of dissolution and winding up. Ap- 
plicant states that assets remaining after payment 
of all liquidation expenses will be distributed pro- 
portionately to shareholders of record of Appli- 
cant as of March 1, 1975. 


Applicant further states that it will file a Certificate 
of Dissolution with the Secretary of State of Flor- 
ida and that, subject to final settlement of its 
affairs, it intends to terminate its existence. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order, and upon the effectiveness of such order the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 15, 1975, 

at 5:30 p.m., submit to the Commission in writing 
a request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or of law proposed to be controverted, or 
such person may request a notification if the Com- 
mission should order a hearing thereon. Any such 
communication should be addressed: Secretary, 
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Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or 
in the case of an attorney at law, by certificate) shall 
be filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the 
application herein will be issued as of course follow- 
ing said date, unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will re- 
ceive notice of further developments in this matter, 
including the date of the hearing, if ordered, and 
any postponements thereof. 


For the Commission, by the Division of Invest- 
ment Management Regulation, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 








_ 





INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 486/November 14, 1975 


REFUND OF ANNUAL FEES PAID BY INVEST- 
MENT ADVISERS PURSUANT TO FORMER 
RULES 203-3(b), (c), (d) AND (e) UNDER THE 
INVESTMENT ADVISERS ACT OF 1940 


The Securities and Exchange Commission announced 
today that it will refund annual assessments paid by 
registered investment advisers from 1971 through 
1974. These fees were imposed by former Rule 203- 
3(b), (c), (d) and (e) 1/ under the Investment Ad- 
visers Act of 1940, 17 CFR 275.203-3(b), (c), (d) 
and (e) [1974] , which was repealed by the Commis- 
sion on March 29, 1974. 2/ 


The Commission will identify from its records and 
make refunds to those advisers and former advisers 
who paid annual fees pursuant to former Rules 
203-3(b), (c), (d) and (e); thus, it will ordinarily 
hot be necessary for an adviser to make applica- 
tion for a refund. If any adviser or former adviser 
who paid an annual fee has not received a refund . 














by February 15, 1976, he is requested to make in- 
wiry at that time of the Office of the Comptroller, 
rities and Exchange Commission, Washington, 
. C. 20549. 


Investment advisers should note that this action does 
not affect the fee imposed by Rule’ 203-3(a) under 
the Advisers Act, 17 CFR 275.203-3(a) [1975], 

and paid by advisers at the time of filing an applica- 
tion for registration under the Act, which fee has 

not been repealed by the Commission and which 
remains in effect. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Former Rule 203-3(b) provided that every regis- 
tered investment adviser should pay a $100 annual 
assessment to the Commission while its registration 
was effective. Rule 203-3(c) provided that any re- 
gistered adviser who filed a notice of withdrawal 
on or before June 30 of any year should pay one- 
half the annual assessment for that year, while Rule 
203-3(d) provided that any adviser who filed a no- 
tice of withdrawal after June 30 should pay the full 
assessment. Rule 203-3(e) provided that any ad- 
viser who failed to pay the assessment when due 
would be required to pay a late payment fee of 

100. 


2/ See Investment Advisers Act Release No. 404, 
4SEC Docket 27 (March 29, 1974). Upon the 
repeal of former Rule 203-3(b), (c), (d) and (e), 
former subsection (f) of that rule was redesignated 
subsection (b). 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 487/November 20, 1975 


AMENDMENT OF RULES 203-1 AND 2-3-2 UNDER 
THE INVESTMENT ADVISERS ACT OF 1940 


The Securities and Exchange Commission has amended Rule 
203-1 under the Investment Advisers Act of 1940 (“Act’’) 
to delete an unnecessary statutory reference to former Sec- 
tion 203(f), 1/ and has amended Rule 203-2 under 

the Act to correct certain references to former Sec- 

tion 203(i) of the Act. 


Rule 203-1(a) under the Act provides: 


“An application for registration of an invest- 
ment adviser filed pursuant to section 203(c) 
or 203(f) of the Act shall be filed on Form 
ADV in accordance with the instructions 
therein.” 


cle 


Former Section 203(f), now Section 203(g), in 
effect permits a successor to a registered investment 
adviser to continue its investment advisory business 
if it files an application for registration within thirty 
days of the succession. 2/ However, an application 
for registration, whether by a successor or otherwise, 
is filed pursuant to the provisions of Section 203(c). 
Therefore, a reference to Section 203(g) in paragraph 
(a) of Rule 203-1 is unnecessary. 


The Securities Acts Amendments of 1975 contained 
amendments to the Act which, among other things, 
redesignated former Section 203(i) as Section 203(h). 
Therefore, the references in paragraphs (a) and (b) 

of Rule 203-2 to Section 203(i) should be changed 
to Section 203(h) to reflect the redesignation. 


Section 211 of the Act confers authority upon the 
Commission to make, issue, amend, and rescind 
such rules, regulations, and orders as are necessary 
or appropriate to the exercise of its functions and 
powers under the Act. 


Accordingly, paragraph (a) of Rule 203-1 and par- 
agraphs (a) and (b) of Rule 203-2 are hereby amend- 
ed to read as follows (deleted language crossed out 
and changes in section designations italicized): 


Rule 203-1 Application for registration of invest- 
ment advisers. 


(a) An application for registration of an investment 
adviser filed pursuant to section 203(c) er-263+}- 

of the Act shall be filed on Form ADV in accordance 
with the instructions contained therein. 


Rule 203-2 Withdrawal from Registration. 


(a) Notice of withdrawal from registration as an 
investment adviser pursuant to section 203(h) 
shall be filed on Form ADV-W in accordance with 
the instructions contained therein. 


(b) Except as hereinafter provided, a notice to 
withdraw from registration filed by an investment 
adviser pursuant to section 203(A) shall become 
effective on the 60th day after the filing thereof 
with the Commission or within such shorter per- 
iod of time as the Commission may determine. 

If, prior to the effective date of a notice of with- 
drawal from registration, the Commission has in- 
stituted a proceeding pursuant to section 203(e) 
to suspend or revoke registration, or a proceeding 
pursuant to section 203(h) to impose terms or 
conditions upon withdrawal, the notice of with- 
drawal shall not become effective except at such 
time and upon such terms and conditions as the 
Commission deems necessary or appropriate in 
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the public interest or for the protection of investors. 


»..&@ * 


The Commission finds that, since the amendments 
are technical in nature and do not involve substantive 
changes, notice and opportunity for public comments 
and publication thirty days prior to effectiveness, 
ordinarily required by Section 553, Title 5 of the 
United States Code, are unnecessary. Accordingly, 
the amendments shall become effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Pursuant to the Investment Company Amend- 
ments Act of 1970 Section 203(f) was redesignated 
203(h) and was subsequently redesignated 203(g) 
by the Securities Acts Amendments of 1975. 


2/ Section 203(g) provides: 


“Any successor to the business of an invest- 
ment adviser registered under this section 
shall be deemed likewise registered hereunder, 
if within thirty days from its succession to 
such business it shall file an application for 
registration under this section, unless and 
until the Commission, pursuant to subsection 
(d) of this section, shall deny registration to 
or revoke or suspend the registration of such 
successor.” 








LITIGATION 





Litigation Release No. 7163/November 14, 1975 


SEC v. DC TRANSIT SYSTEM, INC. AND 
0. ROY CHALK 
(DDC Civil Action No. 75-0759) 


The Securities and Exchange Commission (““Commis- 
sion’) announced that on November 6, 1975, the 
Honorable George L. Hart, Jr., of the U. S. District 
Court for the District of Columbia, filed a Final 
Judgment of Permanent Injunction as to D. C. Trans- 
it System, Inc. and Discontinuance as to O. Roy 
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Chalk, which was entered pursuant to a Consent 
executed by the Defendants and a letter from 
Defendant Chalk to the Commission. The Final 
Judgment permanently enjoins D. C. Transit Sys- 
tem, Inc. (“D. C. Transit’) from failing to file 
timely with the Commission pr oper current and 
periodic reports in contravention of Section 13(a) 
of the Securities Exchange Act of 1934 (“Exchange 
Act”) and the rules and regulations thereunder, and, 
by consent, discontinues the action against Chalk 
without prejudice. 


On June 16, 1975 D. C. Transit filed its delinquent 
annual report on Form 10-K for its fiscal year ended 
December 31, 1974 and its delinquent quarterly re- 
port on Form 10-Q for its fiscal quarter ended 
March 31, 1975. 


D. C. Transit has securities listed for trading on 
the PBW Stock Exchange. Due to D. C. Transit’s 
failure to comply with the reporting provisions of 
Section 13(a) of the Exchange Act resulting in a 
lack of current and accurate information available 
to the public, on May 1, 1975 the Commission 
suspended exchange and over-the-counter trading 
in D. C. Transit securities for a 10-day period. 
See Securities Exchange Act of 1934 Release No. 
11392 of May 1, 1975. 





Litigation Release No. 7164/November 17, 1975 


US v. E. M. “MIKE” RIEBOLD, et al. 
(USDC, Dist. of New Mexico, Crim. No. 74-353) 


Victor R. Ortega, U. S. Attorney for the District 
of New Mexico and Robert H. Davenport, Ad- 
ministrator of the Denver Regional Office of the 
Securities and Exchange Commission announced 
today that on November 10, 1975 following a 
nine week trial in Albuquerque, New Mexico, 

E. M. “Mike” Riebold and Donald Morgan, both 
of the Albuquerque, New Mexico area, were con- 
victed of violations of the antifraud provisions of 
the securities laws, misapplication of bank funds, 
wire fraud, mail fraud, interstate transportation 
of stolen property and false statements to the 
Securities and Exchange Commission made in a 
registration statement. 


Prior to trial defendant Harold Morgan, an Albu- 
querque, New Mexico attorney, pled guilty to one 
count of securities fraud. Defendant Edwin J. 
Hammon of Albuquerque, New Mexico pled guil- 
ty to one count of securities fraud and defendant 
Hillard Crown, a Santa Fe, New Mexico account- 
ant, pled guilty to one count of submitting a false 
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statement to a bank in connection with a loan to bia on November 17, 1975 against Fox and Carskadon 


Crown. Financial Corporation (“Financial Corporation’’). The 
Honorable Gerhard A. Gesell, U. S. District Judge for 
e trail of this case was presented to the jury by the District of Columbia, simultaneously entered a 
Assistant U. S. Attorneys Harris Hartz and Lyman Final Order pussuant to a stipulation executed by Fi- 
Sandy. The investigation leading to the return of nancial Corporation, wherein Financial Corporation 
the indictment was conducted by both the Office did not admit or deny the allegations of the Complaint. 


of the U. S. Attorney for the District of New Mexico 


and the Federal Bureau of Investigation with the The Commission’s Complaint alleges that between De- 


assistance of the Denver Regional Office of the Com- cember 1970 and the present, eleven real estate limited 
mission. Partnerships, of which Financial Corporation was the 
general partner, have been offered and sold to the pub- 
For further information see Litigation Release Nos. lic. These offerings which were falsely represented to 
6674, 6948, 6953, and 6964. be unspecified property offerings, have raised over 


$55,000,000 from the sale of limited partnership units 
and promissory notes to over 7,000 beneficial holders. 
The Complaint charges that in connection with the 
offer, sale and distribution of these interests, Financial 
Corporation included false and misleading statements 
in the offering circulars, registration statements, pro- 
spectuses and other communications used in connec- 
tion therewith, in communications and correspondence 





Litigation Release No. 7165/November 17, 1975 with investors, potential investors and with broker- 

dealers, and in annual financial and other reports filed 
SEC v SI LVER MINT MORTGAGE co LTD. et al with the Commission and/or disseminated to investors 
(D. Utah Civil Action File No. C-74-353) and others. 


The Complaint alleges that the aforesaid documents 
were false and misleading concerning, among other 
things, the terms and timing of property acquisitions 
by the partnerships, the business and acquisition 
methods used by Financial Corporation, the under- 
lying operating performance of properties acquired by 
the partnerships in purchase-leaseback transactions, 
and the source and nature of cash distributions to in- 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on October 31, 1975, 
U.S. District Judge Willis W. Ritter, entered an 

r of dismissal as to A. Frances Renaud, defend- 

it in the Commission’s civil injunctive action against 

Silver Mint Mortgage Co., Ltd., et al. The Court 
noted that after diligent efforts, the plaintiff has not 


been able to serve the summons and complaint upon = 

ca tangeel hn t of - —_— The Final Order directs Financial Corporation to file, 
and his last known address was in Canada and his = a timely basis, all annual, periodic and other reports 
present whereabouts are unknown. The Commission’s required to be filed on behalf of Financial Corpora- 
complaint and the action as to A. Frances Renaud was tion and the real estate partnerships for which Finan- 
dismissed without prejudice to the equities of the cial Corporation acts as general partner, which reports 
plaintiff in any subsequent action which may be filed. shall be complete and accurate and contain all state- 
For further information see Litigation Release Nos. ments of material fact necessary to presen fully, fairly 
6585, 6682, and 6871. and accurately the statements contained and required 


to he contained therein. Furthermore, the Final Order 
directs Financial Corporation not to violate the anti- 
fraud provisions of the federal securities laws in connec- 
tion with the offer, purchase or sale of securities of the 
real estate partnerships for which Financial Corpora- 
tion acts or has acted as general partner or the securities 
of any other issuer and in connection with the prepara- 
tion and dissemination of investor correspondence, 
acquisition bulletins, pamphlets or financial, distribu- 
tion or other reports to investors, potential investors 

or broker-dealers. 





Litigation Release No. 7166/November 17, 1975 


SEC v. FOX AND CARSKADON FINANCIAL 
CORPORATION 
(D.C. Civil Action No. 75-1915) 





Securities and Exchange Commission (“Commis- 
on”) announced the filing of a Complaint in the 
United States District Court for the District of Colum- 
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Litigation Release No. 7167/November 18, 1975 


US v. IVAN ALLAN EZRINE, et al. 
(SDNY 75 Cr. 363) 


William D. Moran, Administrator of the New York 
Regional Office announced that on September 2 and 
12, 1975 respectively, lvan Allan Ezrine and Ed- 
ward Vassalo each pled guilty to conspiracy to com- 
mit securities fraud. Ezrine and Vassalo were origin- 
ally charged, along with five other defendants, by a 
federal grand jury sitting in the Southern District 

of New York with conspiracy, securities fraud and 
mail fraud in connection with the public offering 

of the common stock of Minute Approved Credit 
Pian, Inc. 


On October 14, 1975 the Honorable Charles H. 
Tenney imposed a two year suspended sentence 
and two years of probation on Vassalo. No sen- 
tencing date has been set for Ezrine. 





Litigation Release No. 7168/November 18, 1975 


SEC v. INTERTIE, INC., et al. 
(CV-75-2775-LTL, C.D. CA) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission, announced that the Honorable Law- 
rence T. Lydick of the U. S. District Court in Los 
Angeles entered Final Judgments and Orders of 
Permanent Injunction enjoining Intertie, Inc. (In- 
tertie) headquartered in Irvine, California; Inter- 
national Securities Corporation (ISC), headquar- 
tered in Newport Beach, California; and Jack E. 
Glassford (Glassford) of San Juan Capistrano, 
California; from further violations of the securities 
registration provisions of the Securities Act of 1933 
and the antifraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934. The 
Glassford judgment and order was entered on Octo- 
ber 16, 1975 and the Intertie and ISC orders were 
entered on October 28, 1975. Judge Lydick denied 
the Commission’s application for the appointment 
of a temporary receiver for Intertie on October 28, 
1975. Steven W. Murphy (Murphy) and Henry D. 
Thoreau are the remaining defendants in this ac- 
tion (LR-7056). 


Defendants Intertie, ISC, and Glassford consented 
to be enjoined without admitting or denying the 
allegations set forth in the Commission’s complaint. 
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Litigation Release No. 7169/November 18, 1975 


SEC v. WALLACE GENE McKINNEY, et al. 
(Dist. of Kans.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that on November 4, 1975, 
Federal District Judge Frank G. Theis, Wichita, 
Kansas, entered orders of permanent injunction en- 
joining Wallace Gene McKinney and John Clark Shaft 
of Hutchinson, Kansas, and Charles Russell McKin- 
ney of Englewood, Kansas, from violations of the 
registration and antifraud provisions of the federal 
securities laws in connection with the sale of invest- 
ment contracts in the form of purchase and mainten- 
ance agreements for cattle and investment contracts 
in the form of lease and management agreements for 
agricultural crops, or any other securities. 


The defendants consented to the entry of the injunc- 
tions without admitting or denying the allegations of 
the Commission’s complaint, which was filed in 
Federal District Court at Wichita, on November 3, 
1975. 


The complaint charged that the defendants sold to 
investors in several states purchase and maintenance 
agreements for cattle issued by McKinney Cattle 
Company, and lease and management agreements for 
agricultural crops issued by McKinney Farms, and 
converted the funds received from investors to 

other purposes. 


For further information, see Litigation Release No. 
7153. 





Litigation Release No. 7170/November 18, 1975 


SEC v. VTR INC. 
(DDC Civil Action No. 190-73) 


The Securities and Exchange Commission (‘“Commis- 
sion”) announced that a hearing was held on the 
Commission’s Motion to adjudge VTR, Inc. (“VTR”), 
New York, New York, and its chief executive officer, 
David E. Jordan (“Jordan”), New York, New York, 
in civil contempt of the Final Judgment of Perma- 
nent Injunction (“Final Judgment’’), filed April 19, 
1973 by Judge Oliver Gasch of the U. S. District 
Court for the District of Columbia, in the above cap- 
tioned action. On October 22, 1975, Judge Gasch 
entered an Order and Findings of Fact and Conclu- 
sions of Law adjudging VTR and Jordan in civil con- 
tempt of the Final Judgement. A further hearing 

was scheduled and held on October 31, 1975 to 
determine the sanctions to be imposed in this contempt 




















proceeding. On November 4, 1975 Judge Gasch entered 
n Order decreeing that VTR and Jordan shall file and 
cause to be filed in proper form with the Commission; 


A. on or before November 10, 1975 all delinquent 
current and quarterly reports theretofore required to 
be filed by VTR, 


B. on or before December 1, 1975 VTR’s delinquent 
annual report for its fiscal year ended December 31, 
1975, which report, in addition, shall contain a detail- 
ed and accurate statement of the steps taken and to 

be taken by VTR and Jordan to assure that VTR com- 
plies in the future with the Court’s Final Judgment, 
and 


C. on or before December 1, 1975 an amendment to 
VTR’s annual report for its fiscal year ended Decem- 
ber 31, 1973 to make the appropriate corrections 

and supply the appropriate information in response 

to a staff Letter of Comments concerning such annual 
report. 


Judge Gasch’s November 4, 1975 Order further pro- 
vides that VTR and Jordan shall be fined for each 
day there is a failure to fully comply with said Order. 





Litigation Release No. 7171/November 19, 1975 


SEC v. EASTERN FREIGHT WAYS, INC., 
ASSOCIATED TRANSPORT, INC., et al. 

(US District Court for the District of Columbia, 
C.A. 75-1934) 


The Securities and Exchange Commission announced 
today the filing of a civil injunctive action in the U. S. 
District Court for the District of Columbia against 
Eastern Freight Ways, Inc., (‘Eastern’’); Associated 
Transport, Inc. (““Associated’’); Myron Shevell, 
President and Treasurer of Eastern and Associated, 

as well as Chief Executive Officer and a Director of 
Eastern; Henry Epstein, Vice-President of Finance 
and Secretary of Eastern and Associated; and Paul 
Levine, a shareholder of Eastern and Associated, 
alleging violations of the antifraud, reporting, bene- 
ficial ownership and proxy provisions of the federal 
securities laws. Eastern, a New York corporation and 
Associated, a Delaware corporation both have their 
principal offices in Carlstadt, New Jersey. Eastern’s 
stock was traded on the American Stock Exchange 
until trading was suspended in June 1975. Asso- 
ciated’s stock was traded on the New York Stock 
Exchange but was delisted in July 1974. 


The Commission also announced that the Honorable 
John H. Pratt, U. S. District Judge, District of Colum- 
dia, entered a Judgment of Permanent Injunction en- 
joining Eastern and Associated from violations of the 
anti-fraud, reporting, beneficial ownership, and proxy 


ty 

















provisions of the federal securities laws. Eastern and 
Associated consented to the entry of the Court's 
Judgment and Order without admitting or denying 
the allegations in the Commission’ s Complaint. 


In addition to the entry of the permanent injunc- 
tions, the Court ordered certain ancillary relief, 
including an Order that Eastern within sixty (60) 
days: 


1) Appoint new additional independent directors who 
have had no prior affiliation with Eastern or Associated 
to its Board of Directors, in order to constitute a ma- 
jority of the Board of Directors, satisfactory to the 
Commission, and approved by the Court, which will in 
turn: 


(a) Appoint a new Chief Executive Officer of Eastern 
within thirty (30) days after the new directors assume 
office; 


(b) Appoint, within sixty (60) days of the Court order 
or ten (10) days following the appointment of addi- 
tional directors, a Special Counsel satisfactory to the 
Commission and approved by the Court. The Special 
Counsel is to conduct a full investigation into the 
allegations set forth in the Commission’s Complaint 
and all other matters he deems appropriate as well 

as the matters pertaining to Eastern’s pension fund. 
The Special Counsel is to submit to the Commission 
and file with the Court a report of findings and re- 
commendations within one hundred eighty (180) 

days. Upon approval of the majority of the additional 
directors, the Special Counsel can take appropriate 
action, including but not limited to the institution 

and prosecution of suits on behalf of Eastern against 
present or former officers, directors, agents, controlling 
Persons or any other person; 


(c) Appoint additional trustees to constitute a major- 
ity of the trustees for Eastern’s pension fund, satis- 
factory to the Commission and approved by the 
Court; 


(d) Maintain an executive committee consisting of 
three or more members, a majority of whom shall at 
all times be the new additional director as indicated 
in (1) above. 


Additionally, without admitting any of the material 
allegations in the Complaint and without his under- 
taking being construed as enjoining him from any 
violations of the federal securities laws alleged in the 
Complaint; and solely for the purpose of aiding 
Eastern and Associated in complying with the Judg- 
ments and Orders of the Court, Defendant Myron She- 
vell agreed to a Court ordered undertaking to place all 
of the securities of Eastern owned by him in an inde- 
pendent voting trust, which shall be satisfactory to 
the Commission and the Court, for a period of five 
years. He also agreed to use his “best efforts” to cause 
the Estate of the late Deniel Shevell to do the same. The 
Commission will continue this litigation with respect 
to Shevell, Epstein and Levine. 
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In addition, Associated was ordered by the Court to 
within sixty (60) days: 


1) Appoint an additional independent director to 

its Board of Directors satisfactory to the Commission 
and approved by the Court, which Board of Directors 
will in turn: 


(a) Appoint a new Chief Executive Officer within 
thirty (30) days after the new director assumes office; 


(b) Appoint, within sixty (60) days of the Court order 
or ten (10) days following the appointment of the 
additional director, a Special Counsel, satisfactory to 
the Commission and approved by the Court. The Spec- 
ial Counsel is to conduct a full investigation into matters 
pertaining to Associated’s pension fund, as well as the 
allegations set forth in the Commission’s Complaint and 
all other matters he deems appropriate. The Special 
Counsel is to submit to the Commission and file with 
the Court a report of findings and recommendations 
within one hundred eighty (180) days including re- 
commendations for appropriate action; 


(c) Appoint additional trustees to constitute a major- 
ity of trustees for Associated’s pension fund, satis- 
factory to the Commission and approved by the Court; 


(d) Maintain an executive committee consisting of 
three members, one of whom shall at all times be the 
new additional director as indicated in (1) above. 


The Commission’s Complaint alleges various violations 
of the federal securities laws including the undisclosed 
use, by Eastern, of a nominee to acquire additional shares 
of Associated’s stock; the undisclosed use of corporate 
funds of Eastern to reimburse said nominee; the unauth- 
orized use of $1.3 million belonging to Associated’s 
pension fund and other unauthorized transactions re- 
lated to the fund; other undisclosed loans to officers, 

as well as other acts of mismanagement of Eastern and 
Associated, including the falsification of the books and 
records of the companies, the making of various filings 
by Eastern and Associated with the Commission, which 
were false and misleading for failing to disclose these 
activities. 


The Complaint also alleges a manipulation of the market 
price of Eastern’s stock in June 1975 by the late Daniel 
Sheveli who, though other individuals, including Paul 
Levine, arranged various purchases of Eastern’s common 
stock. This was done in an effort to raise the price so 

as to prevent a default on certain bank loans, for which 
the Shevells had pledged their holdings of Eastern stock 
as collateral. 









518/SEC DOCKET 


Litigation Release No. 7172/November 20, 1975 


SEC v. HERALD RENE BAXTER AND 
RENE BAXTER INVESTMENT SERVICES, INC. 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Com- 
mission, today announced the filing of a civil com- 
plaint in the U. S. District Court for the District of 
Arizona against Herald Rene Baxter and Rene Bax- 
ter Investment Services, Inc., an investment adviser 
registered with the Commission and located in 
Phoenix. The complaint alleges that the defendants 
have refused to permit representatives of the Com- 
mission to inspect books and records of the invest- 
ment adviser. 


The complaint seeks to preliminarily and permanent- 
ly enjoin Baxter and Services from future violations 
of Section 204 of the |.A. Act, and has requested 
that the Court order the defendants to produce the 
prescribed books and records for inspection by 

the Commission. 





Litigation Release No. 7173/November 20, 1975 


SEC v. MANAGEMENT DYNAMICS, INC.., et al. 
(SDNY 73 Civ. 2642 RLC) 


William D. Moran, Administrator of the New York 
Regional Office, announced that the Honorable 
Robert L. Carter, U. S. District Judge, Southern 
District of New York, signed Judgments of Perma- 
nent injunction against Thomas F. Brennan III 
(“Brennan”) (October 16, 1975), Joseph Cirello 
(“Cirello”) (October 16, 1975), and Samuel D. 
Hodge (“Hodge”) (September 3, 1975), defendants 
in the Commission’s action against Management 
Dynamics, Inc. (“MD”) and 17 others. The judg- 
ments permanently enjoin the defendants from 
further violations of the registration and antifraud 
provisions of the Securities Act of 1933 and Secur- 
ities Exchange Act of 1934 with respect to the se- 
curities of MD or any other securities as to Bren- 
nan and Cirello, and with respect to securities of 
MD as to Hodge. Each defendant consented to the 
permanent injunctions without admitting or deny- 
ing the allegations of the Commission’s complaint, 
except Brennan and Cirello, who admitted as true 
the findings of the U. S. District Court and Court 
of Appeals in this matter. SEC v. Management Dy- 
namics, Inc. 1973-74 CCH Fed. Sec. L. Rep. para. 
94,468 (SDNY 1974). 


lease Nos. 9904, 10047 and 10684. 








For further information, see Litigation Release Nos. 5933, 
6242, 6343, and 6584, and Securities Exchange Act Re- 











| * 

























TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Release No. 417/November 14, 1975 


See Securities Act of 1933 Release No. 5645/November 
14, 1975. 





TRUST INDENTURE ACT OF 1939 
Release No. 418/November 20, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until December 15, 
1975, to request a hearing on an application by Allied 
Products Corporation (“Allied”), pursuant to Section 
310(b)(1)(ii) of the Trust Indenture Act of 1939 declar- 
ing that the trusteeship of Continental Illinois National 
Bank and Trust Company of Chicago (“Continental”) 
under an indenture with Allied and two indentures with 
the respective municipalities of Olive Branch, Mississippi 
nd Prattville, Alabama is not so likely to involve a ma- 
erial conflict of interest as to make it necessary to dis- 
qualify Continental from acting as trustee. 








ACCOUNTING SERIES 





ACCOUNTING SERIES 
Release No. 183/November 14, 1975 


See Securities Act of 1933 Release No. 5644/November 
14, 1975. 
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